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PART I
Item 1. BUSINESS

In this Annual Report on Form 10-K we refer to Néerk Mortgage Trust, Inc., together with its comdaled subsidiaries, as “we,”

“us,” “Company,” or “our,” unless we specifically state otherwise or the cdntelicates otherwise. We refer to Hypotheca GdpitLC, oul
wholly-owned taxable REIT subsidiary (“TRS”) as “H@nd New York Mortgage Funding, LLC, our whotiyvsned qualified REIT subsidie
(“QRS") as “NYMF.” In addition, the following defies certain of the commonly used terms in this nteflRMBS” refers to residenti
adjustable-rate, hybrid adjustable-rate and fixeder mortgage-backed securities; “Agency RMB&fers to RMBS that are issued
guaranteed by a federally chartered corporati¢GSE”), such as the Federal National Mortgage Asstion (“Fannie Mae”) or the Federe
Home Loan Mortgage CorporatiorfFreddie Mac”), or an agency of the U.S. government, such as theei@ment National Mortgal
Association “Ginnie Mae”); “non-Agency RMBS” refers to RMBS biaed by prime jumbo and Alternative A-paper (“AltyAhortgage loan:
“ARMSs" refers to adjustable-rate residential moriga loans; “prime ARM loans” refers to prime credijtiality residential ARM loans ffime
ARM loan”) held in securitization trusts; and “CMBS” refet® commercial mortgage-backed securities.

General

We are a real estate investment trust, or REIThérbusiness of acquiring, investing in, financamgl managing primarily mortgage-
related assets. Our principal business objectite generate net income for distribution to ourcklwlders resulting from the spread betw
the interest and other income we earn on our iste@ning assets and the interest expense we pdedotrowings that we use to finance
leveraged assets and our operating costs, whiatef@eto as our net interest income. We intencctdeve this objective by investing in a br
class of mortgage-related and financial assetsithaggregate will generate what we believe amaetive riskadjusted total returns for ¢
stockholders. Our targeted assets currently include

» Agency RMBS and non-Agency RMBS;
« prime ARM loans held in securitization trusts; and
« CMBS, commercial mortgage loans and other commiaeid estate-related debt investments.

We also may opportunistically acquire and manag®us other types of mortgagelated and financial assets that we believe
compensate us appropriately for the risks assatiaith them, including, among other things, certaim+ated residential mortgage assets
collateralized loan obligations (“CLO”") and certamortgagerelated derivatives. Subject to maintaining ourlifjgation as a REIT, we al
may invest in corporate debt or equity securitieg thay or may not be related to real estate.

Prior to 2009, our investment portfolio was prinhadomprised of Agency RMBS, certain nagency RMBS originally rated in t
highest rating category by two rating agencies pricthe ARM loans held in securitization trusts. Tiwme ARM loans held in our fo
securitization trusts were purchased from thirdtiparor originated by us through HC. In early 200@, commenced a repositioning of
investment portfolio to transition the portfolioofn one primarily focused on leveraged Agency RMB® arime ARM loans held
securitization trusts, which primarily involve ingst rate risk, to a more diversified portfolio ttirecludes elements of credit risk with redu
leverage. We believe this strategy will enable aicanstruct a diversified investment portfolio dgesid to provide attractive riskdjuste:
returns across a variety of market conditions azmhemic cycles. We further believe that this apptg together with our new investm
initiative described below under “The Midway Resitial Mortgage Portfolio Strategywill better position us to capitalize on attrac
investment opportunities created by market disiooatfor these assets. In addition, certain ofdrasgeted assets may permit us to poten
utilize part of a significant net operating lossrgeforward held by HC, subject to Internal Rever@ede (“IRC”) Section 382 limitations.

We elected to be taxed as a REIT for federal inctamgourposes commencing with our taxable year @émtieDecember 31, 20(
As a result, we generally will not be subject tddeal income tax on our taxable income that igithsted to our stockholders.

The financial information requirements required enthis Item 1 may be found in our consolidateéiicial statements beginn
on page F-1 of this Annual Report.




Recent Developments
Initial Funding of Midway Residential Mortgage Poftlio Managed by The Midway Group

On February 11, 2011, we entered into an investmeartagement agreement (the “Midway Management Agee€’) with The
Midway Group, L.P. (“Midway”),pursuant to which Midway will serve as investmertnager of a separate account established and duy
us. As such, we will own all of the assets andiliiids in the separate account. We refer to tieigasate account as the Midway Reside
Mortgage Portfolio.

Midway is a private investment management grou &it approximately 1§ear history of investing in a broad spectrum of B3
and derivatives. On February 28, 2011, we provi#i2gd.0 million of initial funding to the Midway Retential Mortgage Portfolio and \
expect to contribute additional capital to the MiwResidential Mortgage Portfolio in the futurepjget to various conditions. SedHe
Midway Residential Mortgage Portfolio Strategy” dffdhe Midway Management Agreement” below for marformation.

Redemption of Series A Preferred Stock

Pursuant to the terms of the Articles Supplementfaryour Series A Cumulative Convertible Redeemdtrieferred Stock Geries /
Preferred Stock”)pn December 31, 2010, we redeemed all 1,000,000amding shares of Series A Preferred Stock, wiviete held by JM
Group Inc. and certain of its affiliates, at th@®@$ID per share liquidation preference plus anywstand unpaid dividends at that time.

Our Investment Strategy

We intend to achieve our principal business objectif generating net income for distribution to atwckholders by building a
managing a diversified investment portfolio comedsof a broad class of mortgagdated and financial assets that in the aggreguitk
generate attractive riskdjusted total returns for our stockholders. Weehiavested in the past and intend to invest inftiigre in assets th
collectively allow us to maintain our REIT statusdsour exemption from registration under the Inwesit Company Act of 1940, as amer
(the “Investment Company Act”).

Since 2009, we have repositioned our investmertfgiar away from one primarily focused on leveragkgency RMBS and prin
ARM loans held in securitization trusts, to a mdieersified portfolio that includes elements ofditaisk with reduced leverage, as evider
by our investments in residential mortgage loan2®0 and our establishment and initial fundingtleé Midway Residential Mortga
Portfolio in February 2011. Ifine with our diversification strategy and focus asset performance, we have in the recent pastgdiran
anticipate continuing to pursue in the future inment opportunities in the commercial mortgage retarkVe intend that our investm
strategy will enable us to capitalize on currenestment opportunities in both the residential emehmercial mortgage markets that we bel
will provide attractive risk adjusted returns tor @tockholders over the long term. We anticipatatiéouting capital to both our residen
mortgage strategy, particularly the Midway Residdriflortgage Portfolio, and a commercial mortgageategy, in the future, such that th
investments will become significant contributorsoiar revenues and earnings and will represent rafisignt portion of our total assets in
future.

While we intend to assemble a diversified portfolimr investment strategy does not, subject to cmntinued compliance wi
applicable REIT tax requirements and the mainteaafour exemption from the Investment Company Awtit the amount of our capital tt
may be invested in any of these investments omin @articular class or type of our targeted asséte investment and capital alloca
decisions of our company and our external manadepend on prevailing market conditions and may ghaover time in response
opportunities available in different economic amgbital market environments. As a result, we cammedict the percentage of our capital
will be invested in any particular investment ay @iven time. We believe that our diversified intreent approach, when combined with
external managergxpertise within these targeted asset classesenédlble us to exploit changes in the capital marked provide attracti
risk-adjusted returns. In addition we may enter infatjgentures or other externally managed businessthsthird parties that have spet
expertise or investment sourcing capabilities #® ¢ltent we believe such relationships will contrébto our achievement of our investn
objectives.




Our overall investment strategy is designed, anmaihgr things, to:

° build a diversified investment portfolio of moaige-related and financial assets that will protteactive riskadjusted returr
to our stockholders across a variety of market tmns and economic cycles;

e take advantage of pricing dislocations created Istrassed sellers or distressed capital structames$ other mark
inefficiencies;

° identify investment opportunities that may permstto utilize all or a portion of the net opergtinss carryforward held b
HC,;

° capitalize on opportunities in niche markets thither investors may overlook or undervalue;

e  establish a more diversified risk profile that & focused solely on interest rate or credit riskl properly manage financir
prepayment and other market risks;

° manage cash flow so as to provide for regulartgtg distributions to stockholders;
° allow us to maintain our qualification as a RE#hd

° allow us to remain exempt from the registratiequirements of the Investment Company Act.

If necessary, we will modify our investment stratdfgom time to time in the future as market coratis change in an effort
maximize the returns from our portfolio of investmeassets. As a result, our targeted assets amchatin strategy may vary over time fr
those described herein

The Midway Residential Mortgage Portfolio Strategy
Investment Strategy

The Midway Residential Mortgage Portfolio, which @gternally managed by Midway, will focus on achigy longtierm capite
appreciation on our investments across various etacles, including, various interest rate, yieldve, prepayment and credit market cy
primarily through investments in a hedged portfaliiomortgagerelated securities, contract rights and derivatitasbuilding this hedge
portfolio, we expect the Midway Residential Mortgagortfolio to invest in securities that are backgdgrime or lesser credit quality first i
residential mortgage loans and to diversify loaarabteristics across securities in the portfolieadway presently does not intend to inves
subprime securities. As part of its investment pescfor the Midway Residential Mortgage Portfolice expect that Midway will analy
significant amounts of data regarding the histérrformance of mortgagelated securities transactions and collateral eagious marke
cycles and granular level loan data to identifpéieand attractive risk-adjusted investment ardirigpopportunities.

The Midway Residential Mortgage Portfolio’s targktassets include Agency RMBS, nAgency RMBS, and other derivat
instruments. The Agency RMBS invested in under gostfolio may include whole pool pasisrough certificates, collateralized mortg
obligations (“CMOs”"), real estate mortgage investineonduits (“REMICs”) and interest only (“1Os”) drprincipal only (“POs”")securitie
issued or guaranteed by a GSE. The Agency RMBS invested in under this portfolio magainclude 10s and POs. The Midway Reside
Mortgage Portfolio may also invest a portion ofaissets in other types of debt instruments, inolydivestmengrade debt instruments ¢
their related currencies as well as loweade securities. In the event Midway is unablértmediately invest any capital we contribute to
Midway Residential Mortgage Portfolio, Midway mayest the capital in an interdsgaring account or otherwise invest it in hightuid cas
equivalents.

Midway has agreed to not materially change thedtment strategy and objectives described aboveowtitbur written consent. 4
part of our internal risk management processespmmagement team will monitor investment activityand the performance of the Midv
Residential Mortgage Portfolio. To the extent nsaeg, the investment strategy of the Midway RedidéMortgage Portfolio may be modifi
at our direction to ensure our continued qualifaratas a REIT and exemption from regulation asnaestment company under the Investr
Company Act.




Financing Strategy

We expect that the Midway Residential Mortgage f@bot will borrow money from banks and other financing coy#gres and me
trade on margin to leverage its investments, ansoirloing, may pledge its assets as security foh swrrowings. We generally anticip
targeting a leverage ratio of 3 to 1 for the MidwRgsidential Mortgage Portfolio ; however, thereyrba occasional shotérm increases
decreases in the amount of leverage used duertificégnt market events, and we may change our sgeestrategy at any time.

We expect most of the Midway Residential Mortgagetfelio’s borrowings will be through reverse repurchase agesgs with terrr
typically not exceeding six months at commerciaksaof interest. A reverse repurchase agreemesésatvhenthe Midway Residenti
Mortgage Portfolio sells a security to a bank aykerage firm and simultaneously agrees to repuecitasn an agreedpon future date. Tl
repurchase price is greater than the sale priflectiag an agreed upon market rate which is effedior the period of time the buysrmone
is invested in the security and which is not reldtethe coupon rate on the purchased security.

Hedging Strategy

We will use hedging instruments to reduce our dskociated with changes in interest rates, mortgageads, swap spreads, y
curve shapes, and market volatility. We expect khialway will use multidimensional scenario analysis and stress testigwhl simulate
wide spectrum of interest rate, volatility and mefiicing environments, as well as macro and micrckebalislocation events or shocks
quantify and hedge the risks of the Midway Residéiortgage Portfolio.

We expect to use mortgage derivatives and forveattling purchases and sales of Agency RMBS wheeeunderlying pools
mortgage loans are “To-Be-Announced,” or TBAs, Edaflar futures, interest rate options, swaps anfl. Wreasuries to protect lomgrr
returns. For example, we may utilize interest t@ps to effectively extend the maturity of ourrsherm borrowings to better match
interest rate sensitivity to the underlying assetimg financed. Similarly, we may utilize TBAs tedge the interest rate or yield spread
inherent in our long Agency RMBS by taking shorsitions in TBAs that are similar in character. ITBA transaction, we would agree
purchase or sell, for future delivery, Agency RMB&h certain principal and interest terms and dertgpes of underlying collateral, but -
particular Agency RMBS to be delivered is not idiéed until shortly before the TBA settlement dat@As are liquid and have quoted ma
prices and represent the most actively traded caR$BS.

About Midway

The Midway Residential Mortgage Portfolio is ext@im managed and advised by Midway pursuant toMidway Managemel
Agreement. Midway was founded in 2000 by Mr. Rolsdrerak, a mortgage industry veteran with more R&gears experience, to servi
investment manager to the Midway Market NeutraldFlthC, a private investment fund, and has any&ar history of managing a hed
portfolio of mortgage-related securities.

Midway is responsible for administering the bustextivities and day-tday operations of the Midway Residential Mortc
Portfolio. Midway has established portfolio managemresources for each of the targeted assetsiledcabove and an establis
infrastructure supporting those resources. We daxihet we will benefit from Midway’s highly analgl investment processes, brdaabse:
deal flow, extensive relationships in the finan@ammunity and operational expertise. Moreoverjrduits 11year history of investing in tr
space, we believe Midway has developed strongioektiips with a wide range of dealers and otherketgparticipants that provide Midw
access to a broad range of trading opportunitidsnarket information.

For additional information regarding the Midway Maement Agreement, see “The Midway Management Agee&’ below.




Strategy for Legacy Portfolio and Other Assets
Investment Strategy

While we expect to focus and direct our future tapallocations to the Midway Residential Mortgagertfolio and commerci
mortgage opportunities, we will continue to manage legacy portfolio of investment securities, ngade loans and other financial assets
will continue to pursue assets outside of the tadjyassets that we believe are a productive usarotapital and compensate us appropri
for the risks associated with them. These investseray include, among other things, certain reted residential mortgage assets or inte
in a pool of such assets, CLOs, high yield corpotadnds, other debt and equity securities and ainai$sets. Pursuant to our investr
guidelines, investments in certain of these agsepsire the approval of our board of directorsadidition, we expect to continue to engac
portfolio management transactions designed to hslgatisfy applicable legal or regulatory requiratagwhich we sometimes refer to
“regulatory trades,including the REIT qualification requirements ahe requirements for exemption under the Investr@emipany Act. W
expect that our regulatory trades will most commanvolve the purchase and sale of Agency RMBS.

For more information regarding our portfolio as @écember 31, 2010, see “Managememndiscussion and Analysis of Finan
Condition and Results of Operations” below.

Financing Strategy

We strive to maintain and achieve a balanced aversi funding mix to finance our legacy investnmamtfolio. We rely primarily o
repurchase agreements collateralized by Agency REIBSCDOSs in order to finance the Agency RMBS iniauestment portfolio and prin
ARM loans held in our securitization trusts. Refnage agreements provide us with sherta borrowings that bear interest rates thatiaket
to the London Interbank Offered Rate (“LIBOR9§,short term market interest rate used to detershioet term loan rates. Pursuant to tl
repurchase agreements, the financial institutiat #erves as a counterparty will generally agreprtwide us with financing based on
market value of the securities that we pledge dlsteoal, less a “haircut.Our repurchase agreements may require us to degdditiona
collateral pursuant to a margin call if the markaiue of our pledged collateral declines or if urextuled principal payments on the mortg;
underlying our pledged securities increase at hdrihan anticipated rate.

We have in the past leveraged, and expect in theeuo leverage, borrowings collateralized by AgeRMBS. The extent that \
finance our legacy Agency RMBS depends upon thécpéar characteristics of our portfolio at any givtime. At December 31, 2010
leverage ratio for our Agency RMBS investment paitf which we define as our outstanding indebtednender repurchase agreem
collateralized by Agency RMBS divided by total dtholders’ equity, was less than one to one.

With respect to the assets in our portfolio at Delser 31, 2010, excluding Agency RMBS and prime ARdMns held in ot
securitization trusts, due to market conditions,hage primarily financed, and expect for the foesdde future to continue to finance, tr
investments with available cash from our balanageshHowever, should the prospects for stableabkdi and favorable financing for th:
assets develop in the future, we would expectdcesse our borrowings against these assets.

For more information regarding our outstanding baings and debt instruments at December 31, 20&6, “Managemend’
Discussion and Analysis of Financial Condition &webults of Operations” below.




Hedging Strategy

A significant risk relating to the management of egacy and regulatory trade portfolio is the riilskt interest rates on our assets
not adjust at the same times or amounts that matesur liabilities adjust. Many of the underlyinghtid ARM loans held in, or that back -
RMBS in, our legacy and regulatory trade portfdiiave initial fixed rates of interest for a periofitone ranging from two to five yea
However, our funding costs are variable and theuritas typically have shorter terms than thosewf assets. We use hedging instrun
to reduce the risk associated with changes inésteiates that could affect these assets. Typjoayutilize interest rate swaps to effectiy
extend the maturity of our short term borrowingsbetter match the interest rate sensitivity to timelerlying assets being financed.
extending the maturities on our short term borr@sijnwe attempt to lock in a spread between thegstéencome generated by the RMBS
loans in our legacy and regulatory trade portf@ia the interest expense related to the financfnguoh assets in order to maintain a
duration gap of less than one year. We also sedledge interest rate risk in order to stabilize asget values and earnings during perio
rising interest rates. To do so, we use hedgingunmgents in conjunction with our borrowings to appmate the repricing characteristics
such assets. We utilize a model based risk anadysiem to assist in projecting portfolio performes over a variety of different interest ri
and market stresses. The model incorporates shiftgerest rates, changes in prepayments and falcrs impacting the valuations of
assets. However, given the uncertainties relatgudpayment rates, it is not possible to definlfiveck-in a spread between the earnings )
on this portfolio or the related cost of borrowini®netheless, through active management and thefusvaluative stress scenarios, we be
that we can mitigate a significant amount of badhue and earnings volatility.

About Harvest Capital Strategies

Harvest Capital Strategies LLC (“HCS") provideseastment advisory services to us and manages obetialf “new program assets.”
New program assets generally refers to those askets company that were sourced or acquired b€ our behalf after the effective ¢
of the Amended and Restated Advisory Agreement &éetmHCS, HC, NYMF and us, dated July 26, 2010 (#h@S Advisory Agreemeny’
and whose acquisition was approved by HCS and e pfogram assets will generally exclude all c&WBS, our legacy assets at July
2010, and any assets acquired for the Midway Resaléviortgage Portfolio.

HCS has served as an external advisor to us amaircef our subsidiaries since January 2008 whertaveurrently entered into t
original advisory agreement with HCS (the “Priorvigbry Agreement”and sold $20 million of our Series A Preferred &ttt JIMP Grou
Inc. and certain of its affiliates in a private gganent. On July 26, 2010, we entered into the H@8igdry Agreement, which supersedes
Prior Advisory Agreement. During our transition aodiversified investment portfolio, HCS has beestrimmental in identifying potent
investment opportunities and providing financiatlarapital structuring expertise and thought leddpri our company. The chairman of
board of directors since January 2008, James JleFoiw a portfolio manager at HCS and a managingctbr of JIMP Group Inc. Pursuan
the terms of the HCS Advisory Agreement, Mr. Fowterlso the chief investment officer of HC and NFMMr. Fowler receives no dire
compensation from us for his appointment to thexstions.

HCS is a wholly-owned subsidiary of JMP Group Intat manages a family of single-strategy and mméhager hedge fu
products. HCS also sponsors and partners withr ativestment firms. As of December 31, 2010, JMBWrinc. had $1.8 billion in clie
assets under management. As discussed above, eented all outstanding shares of our Series A Rezf&Stock on December 31, 2010. A
February 14, 2011, JMP Group Inc. and certain offfiliates owned approximately 15.3% of our cansting shares of common stock.
more information regarding our relationship with 8i@nd the HCS Advisory Agreement, see “The HCS #atyi Agreement” andConflicts
of Interest with Our External Managers; Equitableéation of Opportunities” below.

Our Targeted Asset Classes

Set forth below is a list of the principal assétattour management and our external managers tyrtarget by investment strate:
followed by a brief description of these assets.

Investment Strategy Principal Assets
Midway Residential Mortgage Portfoli Agency RMBS consisting of whole pool pass-throagttificates, CMOs, REMICs, 10s

and POs; non-Agency RMBS backed by prime jumboAitrd paper and may include
I0s and POs; and other derivative instruments.

Commercial Mortgage Portfolio CMBS, commercial mortgage loans and other comrakreal estate-related debt
investments.
Legacy Portfolio and Other Asse Agency RMBS, primarily whole pool pass-throughtifisates or CMOs issued by Fannie

Mae or Freddie Mac and backed by hybrid ARM loar)-Agency RMBS backed by
prime jumbo and Alt-A; prime ARM loans held in setiaation trusts; residential whole



mortgage loans (including non-rated loans) or gguierests therein; CLOs and other
corporate debt or corporate equity securities @hdresimilar investments.

10




Agency RMBS. Agency RMBS refers to residential mortgdupgeked securities that are issued or guaranteed®$E, and includ
pass-through certificates, CMOs, 10s, POs and REMMost of the pastirough certificates and CMOs we have investedistotically are
backed by ARM loans and hybrid ARM loans issuedjwaranteed by an Agency. Pass-through certifigategide for a pasthrough of th
monthly interest and principal payments made bybiveowers on the underlying mortgage loans tohibleers of the pasgwough certificate
A CMO is a debt security that is backed by a poblresidential mortgages or RMBS with different mipal and interest payme
characteristics. ARMs have interest rates thatt resmthly, quarterly and annually, based on tharidhth moving average of the ogeal
constant maturity U.S. Treasury rate or LIBOR. HgbkRMs have interest rates that are fixed for rrgler initial period (typically three, fiv
seven or 10 years) and, thereafter, generally aidjusually to an increment over a ptetermined interest rate index. For additional imfatior
regarding 10s, POs and REMICs, see “— Real Estaidddge Investment Conduits” and “— Stripped RMB8fow.

Fannie Mae guarantees to the holder of Fannie iskaeed RMBS that it will distribute amounts représeg scheduled principal a
interest on the mortgage loans in the pool undeglyhe Fannie Mae certificate, whether or not ek and the full principal amount of ¢
such mortgage loan foreclosed or otherwise finidlyidated, whether or not the principal amounagsually received. Freddie Mac guaran
to each holder of certain Freddie Mac-issued deatiés the timely payment of interest at the apblie pasthrough rate and principal on -
holder’s pro rata share of the unpaid principabbeaé of the related mortgage loans.

Non-Agency RMBS. Non-Agency RMBS refers to RMBS that are backed by exsidl mortgage loans that do not gene
conform to underwriting guidelines issued by FarMige, Freddie Mac or Ginnie Mae due to certaindia;tincluding a mortgage balanct
excess of Agency underwriting guidelines, borrowharacteristics, loan characteristics and insu#fitidocumentation. Consequently,
principal and interest on nokgency RMBS are not guaranteed by GSEs, such asi¢-dae and Freddie Mac, or in the case of Ginnae
the U.S. Government. Non-Agency RMBS may include #0d POs.

Real Estate Mortgage Investment Conduitd REMIC is a trust, partnership, corporation, asstan or segregated pool of mortga
which has elected and qualified to be treated RERIC under applicable U.S. tax rules. A REMIC masensist of one or more classe!
“regular interests,” some of which may be adjustatalte, and a single class of “residual interesibé different classes may have diffe
payment terms and rankings in terms of priority. qualify as a REMIC, substantially all the assetshe entity must be assets princip
secured, directly or indirectly, by interests ialrproperty.

Stripped RMBS . Stripped RMBS are securities representing intergsta pool of mortgages the cash flow of which ha®t
separated into its interest and principal compand@s receive the interest portion of the caskwflvhile POs receive the principal porti
Stripped RMBS may be issued by U.S. governmenta@ggior by non-Agency issuers similar to those idiesd with respect to REMICs.

CMO Residuals .The cash flow generated by the mortgage loans lyidgra series of CMOs is applied first to make uieec
payments of principal of and interest on the CM@d aecond, if applicable, to pay the related adshiaiive expenses of the issuer.
residual in a CMO structure generally represergsirtterest in any excess cash flow remaining aftaking the foregoing payments, includ
mortgage servicing contracts. Some CMO residuassabject to certain restrictions on transferghi@wnership of certain CMO residu
imposes liability on the purchaser for certainte expenses of the related CMO issuer.

Prime ARM Loans Held in Securitization TrustsOur portfolio also includes prime ARM loans hetdsiecuritization trusts. The loz
held in securitization trusts are loans that primawvere originated by our discontinued mortgagedieg business, and to a lesser e:
purchased from third parties, that we securitize@005. These loans are substantially prime futiudeentation interest only hybrid ARMs
residential properties and are all are first lieortgages. The Company maintained the ownershig wvestificates, or equity, of the
securitizations which includes rights to excessriest, if any. Subject to market conditions, we raaguire mortgage loans in the future
subsequently securitize these loans.

Commercial Mortgage-Backed Securitie$Ve may invest in commercial mortgabaeked securities, or CMBS, through the purc
of mortgage passiough notes. CMBS are secured by, or evidenceewship interests in, a single commercial mortgage or a pool ¢
mortgage loans secured by commercial propertiess&securities may be senior, subordinated, inwesdtgrade or noimvestment grade. V
expect that most of our CMBS investments will bet pda capital structure or securitization where tights of the class in which we invest
subordinated to senior classes but senior to titesiof lower rated classes of securities, althowghmay invest in the lower rated classe
securities if we believe the risk adjusted retuareattractive. We generally intend to invest in BE3/that will yield high current interest inco
and where we consider the return of principal tdikely. We may acquire CMBS from private originegaf, or investors in, mortgage loe
including savings and loan associations, mortgagérs, commercial banks, finance companies, imesstbanks and other entities.
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Whole Commercial Mortgage LoansWe may acquire mortgage loans, or portfolios oftgege loans, secured by first or second
on commercial properties or a preferred equityregein an entity that owns the underlying mortgéagns, including office building
industrial or warehouse properties, hotels, rgiedperties, apartments and properties within otteenmercial real estate sectors, which
include performing, sub-performing and non-perfargnioans. In addition, we may originate whole magg loans that provide lortgrn
mortgage financing to commercial property ownerd davelopers. In some cases, we may originate amd & first mortgage loan with 1
intention of structuring and selling a senior tia@cor A-Note, and retaining the subordinated tnenor B-Note.

Mezzanine LoansThe origination or acquisition of loans made togaty owners that are subordinate to mortgage aledare
secured by pledges of the borrower’s ownershipgésts in the property and/or the entity that owesgroperty.

High Yield Corporate BondsWe may invest in high yield corporate bonds, whick below investment grade debt obligatior
corporations and other nongovernmental entities.e¥gect that a significant portion of such bondsmagy invest in will not be secured
mortgages or liens on assets, and may have aestely payment schedule, with the principal amouayisty outstanding and at risk until
bond’s maturity. High yield bonds are typicallyussl by companies with significant financial leverag

Collateralized Loan Obligations. We may invest in debentures, subordinated debentresquity interests in a CLO. A CLC
secured by, or evidences ownership interests poah of assets that may include RMBS, ragency RMBS, CMBS, commercial real es
loans or corporate loans. Typically a CLO is deltalized by a diversified group of assets eithighiw a particular asset class or across r
asset categories. These securities may be senioordinated, investment grade or niovestment grade. We expect the majority of our |
investments to be part of a capital structure oustzation where the rights of the class in whieh will invest to receive principal and intel
are subordinated to senior classes but seniortadhts of lower rated classes of securitiescaigh we may invest in the lower rated class
securities if we believe the risk adjusted retsratiractive.

Equity Securities. To a lesser extent, subject to maintaining owli§oation as a REIT, we also may invest in comnaoi preferre
equity, which may or may not be related to reahtestThese investments may include direct purchafsesmmon or preferred equity or ot
equity type investments. We will follow a valogiented investment approach and focus on the ipated cash flows generated by
underlying business, discounted by an appropriate to reflect both the risk of achieving thosehclisws and the alternative uses for
capital to be invested. We will also consider otfamtors such as the strength of management, qaéity of the investment, the underly
value of the assets owned by the issuer and poicgisnilar or comparable securities.

Other Assets. We also may from time to time opportunistically aitq other mortgageelated and financial assets that we be
will meet our investment objectives.

The Midway Management Agreement

We entered into an investment management agreeamignbidway on February 11 2011. The Midway ManagemAgreement has
current term that expires on February 11, 2013,witiche automatically renewed for successive grar terms thereafter unless a termin
notice is delivered by either party to the othertyat least six months prior to the end of thentlairrent term. Pursuant to the Midv
Management Agreement, Midway implements the Mid®Ragidential Mortgage Portfolio strategy and hasmete discretion and authority
manage the assets of the Midway Residential Mogdaytfolio and its day-tday business, subject to compliance with the writterestmer
guidelines governing the Midway Residential Mortgd®prtfolio and the other terms and conditionshef Midway Management Agreeme
including our authority to direct Midway to modifys investment strategy for purposes of maintainiug qualification as a REIT a
exemption from the Investment Company Act. Durihg fnitial term of the Midway Management Agreemdviidway has agreed not
establish a separate account with any other pyHigtied residential or commercial mortgage REIT. W&y will provide performance repo
to us on a monthly basis with respect to the paréorce of the Midway Residential Mortgage Portfolio.
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The following table summarizes the fees that we fpaylidway pursuant to the Midway Management AgreemWe will reimburs
Midway for all transaction costs and expenses imzlin connection with the management and admatistr of the Midway Resident

Mortgage Portfolio.

Type

Description

Base management fee

Incentive fee

We pay a base management fee monthly in arreaascaish amount equal to the product of (i) 1.50¥
annum of our invested capital in the Midway Resi@dd¢rMortgage Portfolio as of the last business daghe
previous month, multiplied by (ii) 1/12th.

In addition to the base management fee, Midway baéllentitled to a quarterly incentive fee (tHdidway
Incentive Fee"Yhat is calculated monthly and paid in cash inageThe Midway Incentive Fee is based
the total market value of the net invested capitathe Midway Residential Mortgage Portfolio on tlae
business day of the quarter, subject to a highmmatek equal to a 10% return on invested capited (High
Water Mark”),and shall be payable in an amount equal to 40%efdbllar amount by which adjusted
income (as defined below) attributable to the MighiResidential Mortgage Portfolio, on a calendami@att
basis and before accounting for the Midway Incenfiee, exceeds an annual 15% rate of return orstier
capital (the “Hurdle Rate”). The return rate forckaalendar 12-month period (the “Calculation Ra#dids
determined by dividing (i) the adjusted net incofoethe Calculation Period by (ii) the weighted eage o
the invested capital paid into the Midway Residdriortgage Portfolio during the Calculation Periéor the
initial 12 months, adjusted net income will be cddted on the basis of each of the previously cetet
months on an annualized basis.

Adjusted net income, for purposes of the Midwayemttve Fee, is defined as net income (loss) caledla
accordance with generally accepted accounting iplee in the United States (“GAAP™gxcluding an
unrealized gains and losses, after giving effectcéntain expenses. All securities held in the Migd
Residential Mortgage Portfolio will be valued ircacdance with GAAP.

Like the Hurdle Rate, which is calculated on aedée 12 month basis, the High Water Mark is cakealan
calendar 12 month basis, and will reset every 2#the The High Water Mark will be a static dollagutre
that Midway will be required to recoup, to the entehere was a deficit in the prior High Water V
calculation period before it can receive a Midwagdntive Fee.

Although the Midway Residential Mortgage Portfoifowholly owned by our company, we may only reddamested capital in ¢
amount equal to the lesser of 10% of the investgital in the Midway Residential Mortgage Portfatin$10 million as of the last calendar
of the month upon not less than 75 days writteficepsubject to our authority to direct Midway t@dify its investment strategy for purpo
of maintaining our qualification as a REIT and exgion from the Investment Company Act. Pursuarthtoterms of the Midway Managem
Agreement, we are only permitted to make one sedbmption request in any 75-day period.
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The HCS Advisory Agreement

The HCS Amended and Restated Advisory Agreemerdrheceffective on July 26, 2010 and has an iniahtthat expires on Ju
30, 2012, subject to automatic annual gear renewals thereafter. Pursuant to the termibeoHCS Advisory Agreement, HCS will prov
investment advisory services to us and will manag®ur behalf “new program assetgquired after the effective date of the agreeniEm
terms and conditions for new program assets, ifeguthe compensation payable thereunder to HCSsbwvill be negotiated on a transaction-
by-transaction basis. New program assets will leatified by HCS and us as either “Managed Assets'Seheduled Assets’For those ne
program assets identified as Scheduled Assets, M@ISreceive the compensation, which may includeséaadvisory and incenti
compensation, agreed upon by HCS and us and sktifioa term sheet or other documentation. Thefdgtg table summarizes the fees t
paid to HCS for Managed Assets, “legacy assethich refers to certain assets owned by us at 26)2010 that were deemed to be man
assets under the Prior Advisory Agreement, sudua€LOs, and certain other services:

Type Description
Managed Assets

Base management fee HCS is entitled to receive a quarterly base adyi$ee (payable in arrears) in an amount equal éopttoduc
of (i) 1/4 of the amortized cost of the Managedétsss of the end of the quarter, and (i) 2%.

Incentive fee HCS is also eligible to earn incentive compensatioithe Managed Assets for each fiscal year dutiegern
of the HCS Advisory Agreement in an amount equaB%86 of the GAAP net income attributable to
Managed Assets for the full fiscal year (includipgid interest and realized gains), after givingeeffto al
direct expenses related to the Managed Assetsidimg but not limited to, base advisory fees arelahnuz
consulting fee, that exceeds a hurdle rate of 13%edh on the average equity of our investment indgat
Assets during that particular year.

Legacy Assets

Incentive fee HCS is eligible to earn incentive compensation mgdcy assetséqual to 25% of the GAAP net income
HC and NYMF attributable to the investments that deemed managed assets (as defined under thi
Advisory Agreement) that exceed a hurdle rate etjutiie greater of (a) 8.00% and (b) 2.00% pludeheyea
treasury rate for such fiscal year. The incentaeif payable in cash, quarterly in arrears.

Consulting and Support
Services:

Consulting fee During the term of the HCS Advisory Agreement, wil wyay HCS an annual consulting fee equal tc
million, subject to reduction in the event JIMP Qstsuequity investment in our company falls below aie
thresholds, payable on a quarterly basis in arréargonsulting and support services relatednarice, capiti
markets, investment and other strategic activities.

We may terminate the HCS Advisory Agreement ortetet to renew the agreement, subject to certantlitions and subject to payi

a termination fee equal to the product of (A) In8l éB) the sum of (i) the average annual base adyige earned by HCS during the &wontt
period preceding the effective termination datel @i) the annual consulting fee.
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Conflicts of Interest with Our External Managers; guitable Allocation of Opportunities

Each of Midway and HCS manages, and is expectecbtdinue to manage, other client accounts with laimdr overlappin
investment strategies. In connection with the sewiprovided to those accounts, these managerbenagmpensated more favorably thar
the services provided under our external managemgrgements, and such discrepancies in compensatignaffect the level of servi
provided to us by our external managers. Moreoe&ch of our external managers may have an ecoriataerest in the accounts they man
or the investments they propose and, in the cabbC&, may raise, advise or sponsor other REITghl@ranvestment funds that invest in as
similar to our targeted assets. In addition, weehiathe recent past engaged in certaiingestment opportunities with an external manay
one of its affiliates and we may participate irufiet convestment opportunities with our external managerheir affiliates. In these cases,
possible that ouinterests and the interests of our external masagék not always be aligned and this could resultlecisions that are not
the best interests of our company.

Each of Midway and HCS has agreed that, when makwgstment allocation decisions between us andtitsr client accounts,
will, in the case of HCS, adhere to the investmadidgcation policy for such assets and, in the aafsMlidway, seek to allocate investm
opportunities on an equitable basis and in a maitfielieves is in the best interests of its retévaccounts. Since certain of our targeted a
are typically available only in specified quantitiand since certain of these targeted assets laidl lze targeted assets for other accc
managed by or associated with our external managarsexternal managers may not be able to buy whrof certain assets as require
satisfy the needs of all of its clientsi associated accounts. In these cases, we umitin$tat the allocation procedures and policies o
external managers would typically allocate sucletssg multiple accounts in proportion to, amonigeotthings, the objectives and need
each account. Moreover, the investment allocatwitigs or our external managers may permit deparfiom proportional allocation when -
total allocation would result in an inefficientlynall amount of the security being purchased foaegount. Although we believe that eac
our external managers will seek to allocate investnopportunities in a manner which it believed&in the best interests of all accol
involved and will seek to allocate, on an equitalidesis, investment opportunities believed to ber@mmte for us and the other accoun
manages or is associated with, there can be nosss®uthat a particular investment opportunity Wélallocated in any particular manner.

Midway is authorized to follow broad investment dglines in determining which assets it will invést Although our board «
directors will ultimately determine when and howahuicapital to allocate to the Midway Residentialridage Portfolio, we generally will r
approve transactions in advance of their executanrrently, our investment in any new program asseter the HCS Advisory Agreem
requires the approval of our board of directorswieleer, our board of directors may elect to noteavindividual investments in new progr
assets in the future. In addition to conductingiqubc reviews, we will rely primarily on informatio provided to us by our exter
managers. Complicating matters further, our exlenmanagers may use complex investment strategksransactions, which may be diffic
or impossible to unwind. As a result, because ateraal managers have great latitude to deternthiedyipes of assets it may decide are pi
investments for the Midway Residential Mortgage tfedio or us, there can be no assurance that weldvotherwise approve of the
investments individually or that they will be susstul.

Pursuant to the terms of the Midway Management &ment, we may only redeem invested capital in aoustnequal to the les:s
of 10% of the invested capital in the Midway Resiild Mortgage Portfolio or $10 million as of thast calendar day of the month upon
less than 75 days written notice, subject to odhanity to direct Midway to modify its investmentrategy for purposes of maintaining
qualification as a REIT and exemption from the Btweent Company Act, and we are only permitted t&em@ne such redemption reques
any 75day period. In the event a significant market evenshock, we may be unable to effect a redemptifoimvested capital in grea
amounts or at a greater rate unless we obtainahgeait of Midway. Because a reduction of investgultal would reduce the base managel
fee under the Midway Management Agreement, Midway me less inclined to consent to such redemptions.

Other than HCS, none of our external managersligaibd to dedicate any specific personnel exckligito us, nor are they or th
personnel obligated to dedicate any specific portd their time to the management of our busindss.a result, we cannot provide
assurances regarding the amount of time our eXtaranagers will dedicate to the management of osiness. Moreover, each of our exte
managers has significant responsibilities for otheestment vehicles and may not always be abtietmte sufficient time to the managen
of our business. Consequently, we may not recdieeldvel of support and assistance that we otherwight receive if such services w
provided internally by us.

To our knowledge, HCS beneficially owned approxiehatl5.3% of our outstanding common stock as ofdbawer 31, 2010.
addition, our chairman, Mr. Fowler, is also a mangglirector of JMP Group Inc. and a portfolio mgeaat HCS and, as a result, may he
conflict of interest in situations where the besterests of our company and our stockholders doatigh with the interests of HCS or
affiliates. This could result in decisions thag aot in the best interests of our company or taciholders.
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Company History

We were formed as a Maryland corporation in Sep&m003. In June 2004, we completed our initialljgutiffering, or IPO, whic
resulted in approximately $122 million in net preds to our company. Following the completion of tR®, we operated as a salivise
residential mortgage finance company that focusedriginating, acquiring and investing in adjuseabhd variable rate mortgage (“ARM”
assets. Under this business model, we retaineeimer financed in our portfolio or sold to thirdrties selected ARM loans and hybrid Al
loans originated by HC, while continuing to sell #ed-rate loans originated by HC to third parties. le first quarter of 2007, with t
mortgage lending business facing increasingly diffioperating conditions, we completed the salsutifstantially all of the assets related tc
retail and wholesale residential mortgage lenditedfgrm to IndyMac Bank, F.S.B., thereby markingr @xit from the mortgage lendi
business. In connection with the sale of the mgegending business, HC recorded a significantopetrating loss carrferward, of whicl
approximately $59 million remained at DecemberZ1,0, subject to limitation under Section 382 & IRC.

Following our exit from the mortgage lending busisewe focused our efforts on the business of tinggson a leveraged basis
Agency RMBS, prime ARM loans and néwmency RMBS, with a primary focus on growing ourrtfaio of Agency RMBS. In January 20
we formed a strategic relationship with IMP Gronp.,| by concurrently entering into The Prior Advisédgreement with HCS and selling §
million of our Series A. Preferred Stock to JMP @olnc. and certain of its affiliates. In Februé&2908, we received net proceed:
approximately $56.5 million from the issuance aatk ©f 7.5 million shares of our common stock tataia accredited investors in a priv
placement for which an affiliate of JIMP Group Iserved as placement agent. At the time, we ant@ipthat we would continue to grov
portfolio of Agency RMBS, while, together with HC8pportunistically pursuing and acquiring “alteiimat real estateelated and financi
assets that would diversify our market risks andhhipermit us to potentially utilize all or part tife significant net operating loss carry-
forward held by HC. Accordingly, we used the prateérom our private offerings of common and prefdrstock to acquire a significi
portfolio of Agency RMBS during January and Febyuaf 2008. Like other mortgage REITs and otherustdy participants, we we
significantly affected by the market disruptions2008, particularly, the market disruption in Mar2@08, which caused us to liquidat
significant percentage of our Agency RMBS portfolioan effort to reduce leverage and improve oquitlity position as credit mark:
tightened.

Since the market disruptions of 2008, we have ermted to reposition our investment portfolio fromeoprimarily focused ¢
leveraged Agency RMBS and prime ARM loans helddousitization trusts, which primarily involve intst rate risk, to a more diversif
portfolio that includes elements of credit risk lwiteduced leverage. Most recently, we announceddmeation and initial funding of tt
Midway Residential Mortgage Portfolio. See “Our éistment Strategy” above.

Our Structure

We conduct our business through New York Mortgagasi Inc., which serves as the parent company, sewkral of ot
subsidiaries, including special purpose subsidiagigtablished for loan securitization purposesddition, we conduct certain of our portfc
investment operations through our TRS, HC, in otdattilize, to the extent permitted by law, somel of a net operating loss carfgrwarc
held in HC that resulted from HE€’exit from the mortgage lending business, andutiitoNYMF, our QRS, which currently holds cer
mortgagerelated assets for regulatory compliance purpddes. Company consolidates all of its subsidiarieslenngenerally accept
accounting principles in the United States of Arm&I{*GAAP”).

Certain Federal Income Tax Considerations and Our fatus as a REIT

We have elected to be taxed as a REIT under Seddi®6860 of the Internal Revenue Code (IRC) of 1986rasnded, for fedel
income tax purposes, commencing with our taxabbr yaded December 31, 2004, and we believe thatwuent and proposed methoc
operation will enable us to continue to qualifyaaREIT for our taxable year ended December 31, 201l thereafter. Accordingly, the
interest income we earn on these assets is ggnedlisubject to federal income tax as long as istiblute at least 90% of our REIT taxa
income in the form of a dividend to our stockhofleach year and comply with various other requirdmelaxable income generated by
our taxable REIT subsidiary, or TRS, is subjeatetgular corporate income tax.

The benefit of REIT tax status is a tax treatméiat tavoids “double taxationdr taxation at both the corporate and stockhi
levels, that generally applies to distributionséygorporation to its stockholders. Failure to dyadis a REIT would subject our Compan
federal income tax (including any applicable minimtax) on its taxable income at regular corporates and distributions to its stockholc
in any such year would not be deductible by our Gany.
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Summary Requirements for Qualificatio
Organizational Requirements
A REIT is a corporation, trust, or association timetets each of the following requirements:
1) It is managed by one or more trustees or directo
2) Its beneficial ownership is evidenced by trarethée shares, or by transferable certificates otleial interest.
3) It would be taxable as a domestic corporatian for the REIT provisions of the federal income kaws.

4) It is neither a financial institution nor an imance company subject to special provisions off¢lieral income te
laws.

5) At least 100 persons are beneficial ownerssoflitares or ownership certificates.

6) Not more than 50% in value of its outstandingrsb or ownership certificates is owned, directlyndirectly, by five
or fewer individuals, which the federal income taws define to include certain entities, during kdegt half of any taxable year.

7) It elects to be a REIT, or has made such eledtio a previous taxable year, and satisfies ddivant filing and othe
administrative requirements established by thetiRS must be met to elect and maintain REIT status.

8) It meets certain other qualification tests, diésd below, regarding the nature of its income assets.

We must meet requirements 1 through 4 during otireetaxable year and must meet requirement 5 duainleast 335 days o
taxable year of 12 months, or during a proportiergrt of a taxable year of less than 12 months.

Qualified REIT Subsidiaries A corporation that is a “qualified REIT subsidianis not treated as a corporation separate fro
parent REIT. All assets, liabilities, and itemsimfome, deduction, and credit of a “qualified REUbsidiary”are treated as assets, liabilit
and items of income, deduction, and credit of tH#TR A “qualified REIT subsidiary’is a corporation, all of the capital stock of whis
owned by the REIT. Thus, in applying the requiretaatescribed herein, any “qualified REIT subsidiatyat we own will be ignored, and
assets, liabilities, and items of income, dedugctemmd credit of such subsidiary will be treatedoas assets, liabilities, and items of inco
deduction, and credit.

Taxable REIT SubsidiariesA REIT is permitted to own up to 100% of the &axf one or more “taxable REIT subsidiariesy”
TRSs. A TRS is a fully taxable corporation that neayn income that would not be qualifying incomeafned directly by the parent RE
Overall, no more than 25%of the value of a REIT’s assets may consist oflstircsecurities of one or more TRSs.

A TRS will pay income tax at regular corporate sat@ any income that it earns. In addition, the T&R8s limit the deductibility
interest paid or accrued by a TRS to its parentTRBlassure that the TRS is subject to an appreplével of corporate taxation. We h.
elected for HC to be treated as a TRS. HC is stbjexorporate income tax on its taxable income.

Qualified REIT AssetsOn the last day of each calendar quarter, at [ of the value of our assets (which includeg asset
held through a qualified REIT subsidiary) must dshef qualified REIT assets primarily real estate, mortgage loans secured byestate
and certain mortgage-backed securities (“QualiREdT Assets”),government securities, cash, and cash items. Weveehat substantially
of our assets are and will continue to be QualifidelT Assets. On the last day of each calendartgyasf the assets not included in
foregoing 75% asset test, the value of securitiaswe hold issued by any one issuer may not ex8#eih value of our total assets and we
not own more than 10% of the voting power or valfi@ny one issues’ outstanding securities (with an exception foustéies of a qualifie
REIT subsidiary or of a taxable REIT subsidiary).alddition, the aggregate value of our securitiesaxable REIT subsidiaries cannot exc
25% of our total assets. We monitor the purchasehatding of our assets for purposes of the absgetaests and seek to manage our por
to comply at all times with such tests.

We may from time to time hold, through one or mtareable REIT subsidiaries, assets that, if we tedan directly, could gener:
income that would have an adverse effect on oulifoquadion as a REIT or on certain classes of dockholders.
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Gross Income Tests
We must meet the following separate income-bassd &ach year:

1. The 75% Test. At least 75% of our gross incdarethe taxable year must be derived from QualifREIT Asset:
Such income includes interest (other than intebased in whole or in part on the income or pradt@ny person) on obligatio
secured by mortgages on real property, rents feahproperty, gain from the sale of Qualified REA3sets, and qualified tempor:
investment income or interests in real propertye Thvestments that we have made and intend toreantio make will give ris
primarily to mortgage interest qualifying under #&2 income test.

2. The 95% Test. At least 95% of our gross incdorethe taxable year must be derived from the ssmrthat at
qualifying for purposes of the 75% test, and framidiends, interest or gains from the sale or digmsof stock or other assets t
are not dealer property.

Distributions

We must distribute to our stockholders on a pre katsis each year an amount equal to at leasd%t) & our taxable income beft
deduction of dividends paid and excluding net ejain, plus (ii) 90% of the excess of the nebme from foreclosure property over the
imposed on such income by the Internal Revenue Qedeg (iii) any “excess non-cash incomé@/é have made and intend to continue to r
distributions to our stockholders in sufficient amts to meet the distribution requirement for RgLU&lification.

Competition

Our success depends, in large part, on our abditgcquire assets at favorable spreads over owowimg costs. When we invest
mortgagebacked securities, mortgage loans and other inwedtiassets, we compete with a variety of instihgldnvestors, including oth
REITs, insurance companies, mutual funds, hedgdsfupension funds, investment banking firms, baarkd other financial institutions tt
invest in the same types of assets. Many of thesestors have greater financial resources and atodswer costs of capital than we do

Corporate Offices and Personnel

Our corporate headquarters are located at 52 Vhittdavenue, Suite 403, New York, New York, 10017dsour telephone number is
(212) 792-0107. As of December 31, 2010 we empmldhieee full-time employees.

Access to our Periodic SEC Reports and Other Corpate Information

Our internet website address is www.nymtrust.core. Make available free of charge, through our irtewebsite, our annual rep
on Form 10-K, our quarterly reports on Form 10-@yent reports on Form B-and any amendments thereto that we file or flrpisrsuant t
Section 13(a) or 15(d) of the Securities Exchangeoh 1934 as soon as reasonably practicable wfeglectronically file such material with,
furnish it to, the SEC. Our Corporate Governancdd@ines and Code of Business Conduct and Ethiak the charters of our Auc
Compensation and Nominating and Corporate Govem&ummittees are also available on our website aardavailable in print to a
stockholder upon request in writing to New York Myage Trust, Inc., c/o Secretary, 52 Vanderbilt Awe Suite 403, New York, New Yo
10017. Information on our website is neither pamar incorporated into this Annual Report on FdtfiK.
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CAUTIONARY NOTE REGARDING FORWARD-LOOKING STATEMENT S

Some of the statements included in this AnnualdRepn Form 10-K constitute forward-looking statertse Forwardeoking
statements relate to expectations, beliefs, priojest future plans and strategies, anticipated tsventrends and similar expressions concel
matters that are not historical facts. In some agau can identify forward-looking statements éynts such as “anticipate,” “believe,” “could,”
“estimate,” “expect,” “intend,” “may,” “plan,” “gol’ “objective,” “potential,” “project,” “should,”will” and “would” or the negative of the
terms or other comparable terminology.

The forwardlooking statements are based on our beliefs, agsumspand expectations of our future performanaking into accoul
information currently in our possession. Thesedfgliassumptions and expectations may changeessiti of many possible events or fact
not all of which are known to us or are within aantrol. If a change occurs, the performance of mantfolio and our business, financ
condition, liquidity and results of operations megry materially from those expressed, anticipateaantemplated in our forwarddoking
statements. You should carefully consider thedes riglong with the following factors that could sawactual results to vary from our forward-
looking statements:

« changes in our business and strategies;

e our ability to successfully diversify our investnigmrtfolio and identify suitable assets to inviest

« the effect of the Federal Reserve’s and the U.8adurys actions and programs, including future purchasesales of Agenc

RMBS by the Federal Reserve or Treasury, on theidity of the capital markets and the impact anding of any furthe
programs or regulations implemented by the U.S.eBawent or its agencies;

- any changes in laws and regulations affecting étationship between Fannie Mae, Freddie Mac andhi€iMae and the U.
Government;

« increased prepayments of the mortgages and othes landerlying our investment securities;

« the volatility of the markets for our targeted dsse

« increased rates of default and/or decreased rego&gss on our assets;

« mortgage loan modification programs and futurediagive action;

« the degree to which our hedging strategies mayay mot protect us from, or expose us to, credibtarest rate risk;

« changes in the availability, terms and deploymémapital;

« changes in interest rates and interest rate misreatoetween our assets and related borrowings;

» our ability to maintain existing financing agreertgrobtain future financing arrangements and thegef such arrangements;

« changes in economic conditions generally and thegage, real estate and debt securities marketsfisadly;

« legislative or regulatory changes;

« changes to GAAP; and

« the other important factors identified in, or ingorated by reference into, this Annual Report,udotg, but not limited to tho
under the captions “Risk Factors,” “Management’sddission and Analysis of Financial Condition anduis of Operations&nc

“Quantitative and Qualitative Disclosures about k&Risk,”and the various other factors identified in anyeottiocuments file
by us with the SEC.
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Item 1A. RISK FACTORS

Set forth below are the risks that we believe aratamial to stockholders. You should carefully cadsr the following risk factors and tr
various other factors identified in or incorporatebly reference into any other documents filed bywish the SEC in evaluating our compal
and our business. The risks discussed herein cadvexsely affect our business, liquidity, operatirrgsults, prospects, and financ
condition. This could cause the market price ofrosecurities to decline. The risk factors describbelow are not the only risks that m
affect us. Additional risks and uncertainties ngresently known to us also may adversely affect business, liquidity, operating resul
prospects, and financial conditior

Risks Related to Our Business and Our Company

Difficult conditions in the mortgage and residentiaeal estate markets have caused and may causdousxperience losses and th
conditions may persist for the foreseeable future.

Our business is materially affected by conditiomghe residential mortgage market, the residenéial estate market, the finan
markets and the economy generally. In additionexmect that as we acquire commercial mortgadgted assets in the future, our busines:
be increasingly affected by conditions in the comuigd mortgage market and the commercial real estarket. Furthermore, we believe
risks associated with our investments will be macete during periods of economic slowdown or rdoessespecially if these periods
accompanied by declining real estate values. Coscapout the residential and commercial mortgag&etsgand a declining real estate me
generally, as well as inflation, energy costs, gditipal issues and the availability and cost @dit have contributed to increased volatility
diminished expectations for the economy and margeisg forward. The residential and commercial mage markets have been adver
affected by changes in the lending landscape, é¢liergy of which was largely unanticipated by tharkets. There is no assurance that t
markets have stabilized or that they will not worse

In addition, a continued economic slowdown or dethyecovery may result in continued decreased denfian residential ar
commercial property, which would likely further cpress homeownership rates and place additionabymeon home price performar
while forcing commercial property owners to lowents on properties with excess supply. We belibeeetis a strong correlation betw
home price growth rates and mortgage loan delincjgenMoreover, to the extent that a property ownres fewer tenants or receives lo
rents, such property owners will generate less ¢msh on their properties, which increases siguifily the likelihood that such prope
owners will default on their debt service obligaso If the borrowers of our mortgage loans, orlt@ns underlying certain of our investm
securities, default, we may incur losses on thased or investment securities. Any sustained peoibthcreased payment delinquenc
foreclosures or losses could adversely affect bathnet interest income and our ability to acqoive targeted assets in the future on favol
terms or at all. The further deterioration of tesidential or commercial mortgage markets, theleggial or commercial real estate markets
financial markets and the economy generally mayltés a decline in the market value of our invesits or cause us to experience lg
related to our assets, which may adversely affectesults of operations, the availability and aafstredit and our ability to make distributic
to our stockholders.

We may change our investment strategy, hedgingtstgg and asset allocation and operational and maaagent policies without stockhold
consent, which may result in the purchase of riski@ssets and materially adversely affect our busisgfinancial condition and results
operations and our ability to make distributions tr stockholders.

We may change our investment strategy, hedgingeglyaand asset allocation and operational and negmeigt policies at any tir
without the consent of our stockholders, which daeisult in our purchasing assets or enteringlietiging transactions that are different fr
and possibly riskier than, the assets and hedgargactions described in this report. A changeuinimvestment strategy or hedging stra
may increase our exposure to real estate valuesest rates and other factors. A change in owtasdbcation could result in us purchas
assets in classes different from those describéuisireport. Our board of directors determinesapearational policies and may amend or re
our policies, including those with respect to ogguaisitions, growth, operations, indebtedness, tabpation and distributions or apprc
transactions that deviate from these policies witteovote of, or notice to, our shareholders. Iditsh, certain of our external managers t
great latitude in making investment and hedgingisiges on our behalf. Changes in our investmerdtetyy, hedging strategy and a
allocation and operational and management polwiesd materially adversely affect our businessafitial condition and results of operati
and ability to make distributions to our stockhakle
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Interest rate mismatches between the inte-earning assets held in our investment portfolio attte borrowings used to fund the purcha:
of those assets may reduce our net income or resut loss during periods of changing interest rate

Certain of the assets held in our investment plotfparticularly RMBS, have a fixed coupon ratengrally for a significant peric
and in some cases, for the average maturity ods$iset. At the same time, our repurchase agreemedtsther borrowings typically provide
a payment reset period of 30 days or less. Intiaddithe average maturity of our borrowings getyensaill be shorter than the average matu
of the RMBS currently in our portfolio and shortidévan the RMBS and other mortgag#ated securities and loans in which we se¢
invest. Historically, we have used swap agreemasta means for attempting to fix the cost of certdiour liabilities over a period of tirr
however, these agreements will generally not bécserit to match the cost of all our liabilitiesagst all of our investment securities. In
event we experience unexpectedly high or low premayt rates on RMBS or other mortgagéated securities or loans, our strategy
matching our assets with our liabilities is mokely to be unsuccessful.

Interest rate fluctuations will also cause variangethe yield curve, which may reduce our net meo The relationship betwe
short-term and longer-term interest rates is ofefarred to as the “yield curve.” If shagrm interest rates rise disproportionately rekatis
longerierm interest rates (a flattening of the yield @)rnour borrowing costs may increase more rapiuiy tthe interest income earned or
RMBS and other interegtarning assets in our investment portfolio. Fomgxa, because the RMBS in our investment portflically bea
interest based on longer-term rates while our lvargs typically bear interest based on shertn rates, a flattening of the yield curve wc
tend to decrease our net income and the markee \@lihese securities. Additionally, to the exteash flows from investments that ret
scheduled and unscheduled principal are reinvettedspread between the yields of the new invessnamd available borrowing rates r
decline, which would likely decrease our net incoihés also possible that short-term interestgatey exceed longaerm interest rates
yield curve inversion), in which event our borrogicosts may exceed our interest income and we docld significant operating losse

Declines in the market values of assets in our istreent portfolio may adversely affect periodic refeal results and credit availabilit
which may reduce earnings and, in turn, cash avdile for distribution to our stockholders.

The market value of the interdstaring assets in which we invest, most notably BM#Bd purchased prime ARM loans and
related hedging instruments, may move inverself elitanges in interest rates. We anticipate thatases in interest rates will tend to decr
our net income and the market value of our intelpestring assets. A significant percentage of ticariiées within our investment portfolio ¢
classified for accounting purposes as “availablesfde.”Changes in the market values of trading secunitiéisbe reflected in earnings a
changes in the market values of available for satmurities will be reflected in stockholdeegjuity. As a result, a decline in market values
reduce the book value of our assets. Moreovehefdecline in market value of an available foressécurity is other than temporary, <
decline will reduce earnings.

A decline in the market value of our interésaring assets may adversely affect us, partigulaihstances where we have borro
money based on the market value of those assdtse Imarket value of those assets declines, thdetemay require us to post additic
collateral to support the loan, which would redoce liquidity and limit our ability to leverage oassets. In addition, if we are, or antici
being, unable to post the additional collateral,waild have to sell the assets at a time when vghtmiot otherwise choose to do so. In
event that we do not have sufficient liquidity teet such requirements, lending institutions maglecate indebtedness, increase interest
and terminate our ability to borrow, any of whichutd result in a rapid deterioration of our finactondition and cash available
distribution to our stockholders. Moreover, if viguidate the assets at prices lower than the apearitost of such assets, we will incur losses.

Changes in laws and regulations affecting the rataiship between Fannie Mae and Freddie Mac and tbeS. government, may advers
affect our business.

Payments on the Agency RMBS in which we investquraranteed by Fannie Mae and Freddie Mac. As bygadilicized, Fann
Mae and Freddie Mac have experienced significasdds in recent years, causing the U.S. Governrogiiaite Fannie Mae and Freddie |
under federal conservatorship and to inject sigaift capital in these businesses. Questions regatiae continued viability of Fannie Mae
Freddie Mac, as currently structured, including glo@rantees that back the RMBS issued by themttentd.S. Governmerd’participation i
the U.S. residential mortgage market through th&& $ontinue to persist. In February 2011, the D&partment of the Treasury along v
the U.S. Department Housing and Urban Developnelatsed a much-awaited report titled * Reformingeticds Housing Finance Markét
which outlines recommendations for reforming th& Lhousing system, specifically the roles of Famiée and Freddie Mac and transforn
the governmens involvement in the housing market and its retetfop to Fannie Mae and Freddie Mac. It is uncheaw future legislatio
may impact the housing finance market and the img&nvironment for mortgageslated securities and more specifically, AgencyB8van(
nonAgency RMBS, as the method of reform is undecidedi flzas not yet been defined by the regulators. Mgulations and programs rela
to Fannie Mae and Freddie Mac, including thosectifig the relationship between the GSEs and the Gdvernment, may adversely affect
pricing, supply, liquidity and value of RMBS andetwise materially harm our business and operations
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Our income could be negatively affected in a nundfevays depending on the manner in which everitgda® to Fannie Mae a
Freddie Mac unfold. For example, the current credjtport provided by the U.S. to Fannie Mae andidie=sMac, and any additional cre
support it may provide in the future, could have #ffect of lowering the interest rates we expecteceive from Agency RMBS, there
tightening the spread between the interest we earthose assets and our cost of financing thosetsa#s reduction in the supply of Ager
RMBS could also negatively affect the pricing of BBl by reducing the spread between the interestame @ our RMBS and our cost
financing those assets. In addition, any law alffigcthese governmerspponsored enterprises may create market uncer@ityhave the effe
of reducing the actual or perceived credit quaditysecurities issued or guaranteed by Fannie Mdgexddie Mac. As a result, such laws c
increase the risk of loss on investments in FaMde and/or Freddie Mac Agency RMBS.

Mortgage loan modification programs and future legjative action may adversely affect the value afdahe returns, on the intere-earning
assets in which we invest.

In late 2008, the U.S. government, through the F@ddousing Authority and the Federal Deposit laswe Corporation, or FDI
commenced implementation of programs designed tovige homeowners with assistance in avoiding reside mortgage loz
foreclosures. The programs involve, among othieg) modifications of mortgage loans to reduceptiecipal amount of the loans or the |
of interest payable on the loans, or to extendotiyement terms of the loans. In addition, membéthe®U.S. Congress have indicated suy
for additional legislative relief for homeownermciuding an amendment of the bankruptcy laws tongiehe modification of mortgage loans
bankruptcy proceedings. These loan modificatiomgmms, as well as future legislative or regulatactions, including amendments to
bankruptcy laws, that result in the modificationoaftstanding mortgage loans may as well as chaingth® requirements necessary to qu.
for refinancing a mortgage with Fannie Mae, Freddex or Ginnie Mae adversely affect the value of] éhe returns on, the interesarning
assets in which we invest, including through prepagts on the mortgage loans underlying our RMBS @hdr mortgageelated securitie
and loans, including mortgage loans held in ouusgzation trusts.

We have acquired and may acquire in the future négency RMBS collateralized by subprime and Alt A ngage loans, which are n
guaranteed by any governme-sponsored entity or agency and are subject to @aged risks.

We have acquired and may acquire in the future Agency RMBS, which are backed by residential redhte property but,
contrast to Agency RMBS, their principal and inttrare not guaranteed by a GSE such as Fannie Ma®ddie Mac. We may acquire non-
Agency RMBS backed by collateral pools of mortgbmns that have been originated using underwritagdards that are less restrictive
those used in underwriting “prime mortgage loanstl dAlt A mortgage loans."These lower standards include mortgage loans ma
borrowers having imperfect or impaired credit higs, mortgage loans where the amount of the lbamigination is 80% or more of the va
of the mortgage property, mortgage loans made tmbe@rs with low credit scores, mortgage loans mtadeorrowers who have other debt
represents a large portion of their income and gaagr¢ loans made to borrowers whose income is gatrezl to be disclosed or verified. Dut
current economic conditions, including fluctuationsnterest rates and lower home prices, as veeliggressive lending practices, many o
mortgage loans backing the néigency RMBS have in recent periods experienceceesed rates of delinquency, foreclosure, bankrugc
loss, and they are likely to continue to experiededinquency, foreclosure, bankruptcy and losssratat are higher, and that may
substantially higher, than those experienced bytgage loans underwritten in a more traditional nenhus, because of the hig
delinquency rates and losses associated with thesgage loans, the performance of magency RMBS could be adversely affected, w
could materially and adversely impact our resultsperations, financial condition and business.

Prepayment rates can change, adversely affecting plerformance of our asset

The frequency at which prepayments (including baituntary prepayments by the borrowers and liquddet due to defaults a
foreclosures) occur on mortgage loans underlying3SNk affected by a variety of factors, includihg fprevailing level of interest rates as
as economic, demographic, tax, social, legal, @hdrdactors. Generally, borrowers tend to prepejrtmortgages when prevailing mortg
rates fall below the interest rates on their magéggbbans. A significant percentage of the mortgagas underlying our existing RMBS w:
originated in a relatively higher interest rate iewment than currently in effect and, thus, cobkl prepaid if borrowers are eligible
refinancings.

In general, “premium’securities (securities whose market values exdeeid principal or par amounts) are adversely affedby
faster-than-anticipated prepayments because theeabarket coupon that such premium securities carflybi earned for a shorter perioc
time. Generally, “discount” securities (securitigsose principal or par amounts exceed their mar&ktes) are adversely affected by slower-
than-anticipated prepayments. Since many RMBS will keealint securities when interest rates are highvatde premium securities wh
interest rates are low, these RMBS may be advesgtdgted by changes in prepayments in any inteagstenvironment.
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During the first quarter of 2010, each of FannieeMad Freddie Mac announced that it was signifigantreasing its repurchase
mortgage loans that are 120 or more days delingiuemt mortgage pools backing Freddie Mac guaranfREBS or Fannie Mae guarante
RMBS, as applicable. The initial effect of thespuwehases was similar to a one-time or skemt increase in mortgage prepayment rates
ongoing magnitude of the effect of these repurchase a particular Agency RMBS depends upon the ositipn of the mortgage pc
underlying each Agency RMBS, although for many AgeRMBS the effect has been, and we expect wiltiooe to be, significant.

The adverse effects of prepayments may impact uarious ways. First, particular investments magegience outright losses, a
the case of 10s and in an environment of fastaraar anticipated prepayments. Second, particol@stments may undererform relative t
any hedges that we may have constructed for thesetsa resulting in a loss to us. In particulagppyments (at par) may limit the poter
upside of many RMBS to their principal or par amtsurwhereas their corresponding hedges often hawepotential for unlimited los
Furthermore, to the extent that faster prepaymateisrare due to lower interest rates, the pringpstments received from prepayments
tend to be reinvested in lowgielding assets, which may reduce our income inlding run. Therefore, if actual prepayment ratéfedifrom
anticipated prepayment rates our business, finhooiadition and results of operations and abildymake distributions to our shareholc
could be materially adversely affected.

A flat or inverted yield curve may adversely affggepayment rates on and supply of our RME

Our net interest income varies primarily as a fesfichanges in interest rates as well as changé@#erest rates across the y
curve. We believe that when the yield curve iatreély flat, borrowers have an incentive to refine into hybrid mortgages with longer ini
fixed rate periods and fixed rate mortgages, cgusimr RMBS, or investment securities, to expericiaster prepayments. In addition, a fle
yield curve generally leads to fix-rate mortgage rates that are closer to the intee¢es available on hybrid ARMs and ARMS, pos:
decreasing the supply of the RMBS we seek to aequit times, short-term interest rates may inaeasd exceed lontgrm interest rate
causing an inverted yield curve. When the yieldveus inverted, fixedate mortgage rates may approach or be lower tighrichARMSs o
ARM rates, further increasing prepayments on, agghtively impacting the supply of, our RMBS. Irases in prepayments on our portf
will cause our premium amortization to acceler&@jering the yield on such assets. If this happeves could experience a decrease ir
income or incur a net loss during these periodsclwimay negatively impact our distributions to stoalders.

Changes in interest rates could negatively affdnt tvalue of our assets, and increase the risk ofaaét on our assets.

Currently, our assets primarily consist of RMBS. 1@ MBS, especially most fixed-rate RMBS and mostES backed by fixed-
rate mortgage loans, decline in value when ltrga interest rates increase. Even in the casegehgy RMBS, the guarantees providec
GSEs do not protect us from declines in marketevalaused by changes in interest rates. In theafaR&IBS backed by ARMs, increases
interest rates can lead to increases in delingeerend defaults as borrowers become less able ke their mortgage payments follow
interest payment resets. At the same time, an aserén shorterm interest rates would increase the amount tefést owed on our reve
repos.

RMBS backed by ARMs are typically subject to peigoand lifetime interest rate caps. Periodic inderate caps limit the amot
an interest rate can increase during any giverogetiifetime interest rate caps limit the amountraerest rate can increase over the life o
security. Our borrowings typically are not subjexsimilar restrictions. Accordingly, in a perioflrapidly increasing interest rates, the inte
rates paid on our borrowings could increase withooitation while interest rate caps could limitetinterest rates on our RMBS backec
ARMSs. This problem is magnified for RMBS backed ARMs and hybrid ARMs that are not fully indexed.rther, some RMBS backed
ARMSs and hybrid ARMs may be subject to periodicpaynt caps that result in a portion of the intebesbhg deferred and added to the princ
outstanding. As a result, the payments we receiv®WBS backed by ARMs and hybrid ARMs may be lowean the related debt serv
costs. These factors could have a material adwdfeet on our business, financial condition andultssof operations and our ability to mi
distributions to our shareholders.
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Competition may prevent us from acquiring assets famorable terms or at all, which could have a meg adverse effect on our busine:
financial condition and results of operation:

We operate in a highly competitive market for irtwesnt opportunities. Our net income largely depem®ur ability to acquire o
targeted assets at favorable spreads over ounbiogaosts. In acquiring our targeted assets, wepste with other REITS, investment banl
firms, savings and loan associations, banks, imegr@ompanies, mutual funds, other lenders and ethitiéies that purchase mortgagsate(
assets, many of which have greater financial ressuthan us. Additionally, many of our potentiaingetitors are not subject to REIT
compliance or required to maintain an exemptiomfithe Investment Company Act. As a result, we matyim the future be able to acqt
sufficient quantities of our targeted assets abfable spreads over our borrowing costs, whichctdave a material adverse effect on
business, financial condition and results of openat

We may experience periods of illiquidity for our sets which could adversely affect our ability tadince our business or operate profitably.

We bear the risk of being unable to dispose ofioigrestearning assets at advantageous times or in a timahner because thi
assets generally experience periods of illiquidithe lack of liquidity may result from the absemfea willing buyer or an established mal
for these assets, legal or contractual restrictiomgesale or disruptions in the secondary markekss illiquidity may adversely affect c
profitability and our ability to finance our bussgeand could cause us to incur substantial losses.

Market conditions may upset the historical relatiship between interest rate changes and prepaymesnids, which would make it mo
difficult for us to analyze our investment portfai

Our success depends on our ability to analyzedfaionship of changing interest rates on prepaymehthe mortgage loans t
underlie our RMBS. Changes in interest rates apggyments affect the market price of the RMBS wmathold in our portfolio and in whi
we intend to invest. In managing our investmentfpbo, to assess the effects of interest ratengea and prepayment trends on our invest
portfolio, we typically rely on certain assumptiahat are based upon historical trends with resigettte relationship between interest rates
prepayments under normal market conditions. If ¢iglocations in the residential mortgage markeerothe last few years or otl
developments change the way that prepayment treads historically responded to interest rate changar ability to (i) assess the mal
value of our investment portfolio, (ii) effectivelyedge our interest rate risk and (ii)plement techniques to reduce our prepaymen
volatility would be significantly affected, whicloald materially adversely affect our financial gmsi and results of operations.

A substantial majority of the RMBS within our invésient portfolio is recorded at fair value as deteimad in good faith by our manageme
based on market quotations from brokers and dealefdthough we currently are able to obtain marketiotations for assets in our portfoli
we may be unable to obtain quotations from brokensd dealers for certain assets within our investnigrortfolio in the future, in whict
case our management may need to determine in gaidtth the fair value of these assets

Substantially all of the assets held within oureistiment portfolio are in the form of securitiestthee not publicly traded or
national securities exchange or quotation systéhe fair value of securities and other assetsat@not publicly traded in this manner may
be readily determinable. A substantial majoritytled assets in our investment portfolio are valbgdis at fair value as determined in g
faith by our management based on market quotafiemm brokers and dealers. Although we currently able to obtain quotations fri
brokers and dealers for substantially all of theetswithin our investment portfolio, we may be hieao obtain such quotations on other a:
in our investment portfolio in the future, in whichse, our manager may need to determine in gaibdtifee fair value of these assets. Bec
such quotations and valuations are inherently dairermay fluctuate over short periods of time andy be based on estimates,
determinations of fair value may differ materiditgm the values that would have been used if aipubérket for these securities existed.
value of our common stock could be adversely aéfédt our determinations regarding the fair valfiehese assets are materially higher
the values that we ultimately realize upon thespdsal. Misjudgments regarding the fair value wf assets that we subsequently recog
may also result in impairments that we must reczgni
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Loan delinquencies on our prime ARM loans held ireauritization trusts may increase as a result ofjsificantly increased monthl
payments required from ARM borrowers after the iiait fixed period.

The scheduled increase in monthly payments onineatjustable rate mortgage loans held in our $ézation trusts may result
higher delinquency rates on those mortgage loadscanld have a material adverse affect on ourmeime and results of operations. ~
increase in borrowers' monthly payments, togethign any increase in prevailing market interest sat@ay result in significantly increas
monthly payments for borrowers with adjustable ratertgage loans. Borrowers seeking to avoid tHeseeased monthly payments
refinancing their mortgage loans may no longerHtie & fund available replacement loans at compgialy interest rates or at all. A decl
in housing prices may also leave borrowers witliffigent equity in their homes to permit them &finance their loans or sell their homes
addition, these mortgage loans may have prepayprentiums that inhibit refinancing.

We may be required to repurchase loans if we breatthepresentations and warranties from loan salarnsactions, which could harm ol
profitability and financial condition.

Loans from our discontinued mortgage lending opanatthat were sold to third parties under saleagents include numerc
representations and warranties regarding the manmehich the loan was originated, the propertyusiey the loan and the borrower. If th
representations or warranties are found to have besached, we may be required to repurchase #re ld/e may be forced to resell th
repurchased loans at a loss, which could harm mfitgbility and financial condition.

Residential whole mortgage loans, including subpenresidential mortgage loans and n-performing and subperforming residentia
mortgage loans, are subject to increased risks.

We may acquire and manage pools of residential evinmbrtgage loans. Residential whole mortgage logrediding subprim
mortgage loans and non-performing and palfoerming mortgage loans, are subject to increastd of loss. Unlike Agency RMBS, whi
mortgage loans generally are not guaranteed by 8eGovernment or any GSE, though in some casgsntiay benefit from private mortge
insurance. Additionally, by directly acquiring wieomortgage loans, we do not receive the structredit enhancements that benefit se
tranches of RMBS. A whole mortgage loan is direethposed to losses resulting from default. Theegftre value of the underlying prope
the creditworthiness and financial position of tt@rower and the priority and enforceability of fien will significantly impact the value
such mortgage. In the event of a foreclosure, we asaume direct ownership of the underlying retdtes The liquidation proceeds upon
of such real estate may not be sufficient to recowe cost basis in the loan, and any costs oryddta/olved in the foreclosure or liquidat
process may increase losses.

Whole mortgage loans are also subject to “specialaid” risk (property damage caused by hazards, such réisqeakes ¢
environmental hazards, not covered by standardeptpnsurance policies), and to bankruptcy rigd(rction in a borrowes’ mortgage debt |
a bankruptcy court). In addition, claims may beeased against us on account of our position asgagetholder or property owner, includ
assignee liability, responsibility for tax paymergsvironmental hazards and other liabilities. dme cases, these liabilities may lvecburs
liabilities” or may otherwise lead to losses in €ss of the purchase price of the related mortgageoperty.

Commercial mortgage loans are subject to risks @lidquency and foreclosure and risks of loss thataynbe greater than similar risl
associated with residential mortgage loans.

We may acquire CMBS backed by commercial mortgaged or directly acquire commercial mortgage lo@wmnmercial mortgag
loans are secured by multifamily or commercial priypand are subject to risks of delinquency amddiosure and risks of loss that are gre
than similar risks associated with residential mage loans. The ability of a borrower to repayamnleecured by an inconpeeducing propert
typically is dependent primarily upon the succelssfieration of such property rather than upon ttistence of independent income or asse
the borrower. If the net operating income of theperty is reduced, the borrowgmrbility to repay the loan may be impaired. If weur losse
on CMBS, or commercial mortgage loans, our businfasancial condition and results of operations and ability to make distributions to ¢
stockholders may be materially adversely affected.
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The mezzanine loan assets that we may acquire ayioate will involve greater risks of loss than sien loans secured by income-producing
properties.

We may acquire or originate mezzanine loans, whétte the form of subordinated loans secured byrskenortgages on t
underlying property or loans secured by a pledgd@fownership interests of either the entity owrtime property or a pledge of the owner
interests of the entity that owns the intereshméntity owning the property. These types of asseblve a higher degree of risk than |alegr
senior mortgage lending secured by incagmneducing real property, because the loan may beaamsecured as a result of foreclosure b
senior lender. In addition, mezzanine loans mayehagher loan-tosalue ratios than conventional mortgage loans ltiaglin less equity in tk
property and increasing the risk of loss of priatigf a borrower defaults on our mezzanine loadelst senior to our loan, or in the event
borrower bankruptcy, our mezzanine loan will bas$i@d only after the senior debt is paid in fulWhere debt senior to our loan exists,
presence of intercreditor arrangements betweehdhder of the mortgage loan and us, as the mezedeirder, may limit our ability to ame
our loan documents, assign our loans, accept pregiatg, exercise our remedies and control decisitade in bankruptcy proceedings rela
to borrowers. As a result, we may not recover somall of our investment, which could result indes. In addition, even if we are abl
foreclose on the underlying collateral followinglefault on a mezzanine loan, we would be substitide the defaulting borrower and, to
extent income generated on the underlying properigsufficient to meet outstanding debt obligatian the property, may need to con
substantial additional capital to stabilize thegandy and prevent additional defaults to lenderth wiisting liens on the property. Signific
losses related to mezzanine loans originated ariggtiby us could have a material adverse effedwrresults of operations and our abilit
make distributions to our stockholders.

We may invest in high yield or subordinated and lemrated securities that have greater risks of Idesn other investments, which cot
adversely affect our business, financial conditi@md cash available for dividends.

We may invest in high yield or subordinated or low&ted securities, including subordinated tranabfe€MBS and norAgency
RMBS, which involve a higher degree of risk thahestinvestments. Numerous factors may affect apamyis ability to repay its high yield
subordinated securities, including the failure teemnits business plan, a downturn in its industrynegative economic conditions. Th
securities may not be secured by mortgages or arsssets. Our right to payment and securityéstewith respect to such securities ma
subordinated to the payment rights and securigrésts of the senior lender. Therefore, we majnfited in our ability to enforce our rights
collect these loans and to recover any of the bzdance through a foreclosure of collateral.

Our real estate assets are subject to risks pattctio real property.

We own assets secured by real estate and may alrestate directly in the future, either throughedi acquisitions or upor
default of mortgage loans. Real estate assetaihjecs to various risks, including:

. acts of God, including earthquakes, floods andrathtural disasters, which may result in uninsuosdes;

. acts of war or terrorism, including the consequsrafderrorist attacks, such as those that occuomeBeptember 11, 2001;

. adverse changes in national and local economicreartlet conditions; and

. changes in governmental laws and regulations, Ifigsokicies and zoning ordinances and the relatestscof compliance wi

laws and regulations, fiscal policies and ordinance

The occurrence of any of the foregoing or similaerdgs may reduce our return from an affected ptgpmrasset and, consequer
materially adversely affect our business, financ@idition and results of operations and our abibtmake distributions to our shareholders.
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We are highly dependent on information systems aydtem failures could significantly disrupt our bumess, which may, in turn, material
adversely affect our business, financial conditi@md results of operations and our ability to makestlibutions to our shareholders.

Our business is highly dependent on communicatmasinformation systems. Any failure or interruptiaf our systems could cat
delays or other problems in our securities tradintyvities, including RMBS trading activities, whicould materially adversely affect on
business, financial condition and results of openatand our ability to make distributions to otockholders.

To the extent that due diligence is conducted origrtial assets, such due diligence may not revdhbéthe risks associated with such ass
and may not reveal other weaknesses in such asséigh could lead to losses.

Before acquiring certain assets, such as non-Ag&MBS, whole mortgage loans, CMBS or other mortgadated or financi
assets, we or the external manager responsibtadoscquisition and management of such asset n@gied® conduct (either directly or us
third parties) certain due diligence. Such duegditice may include (i) an assessment of the streraill weaknesses of the assef'edi
profile, (ii) a review of all or merely a subsettbe documentation related to the asset, or (iiigoreviews that we or the external manager
deem appropriate to conduct. There can be no asmithat we or the external manager will condugtspecific level of due diligence, or tt
among other things, the due diligence processunmitiover all relevant facts or that any purchaséhbeilsuccessful, which could result in los
on these assets, which, in turn, could adversdgcabur business, financial condition and resolsoperations and our ability to me
distributions to our stockholders.

Lack of diversification in the number of assets wequire would increase our dependence on relativigly individual assets

Our management objectives and policies do not phalimit on the size of the amount of capital usedupport, or the exposure
(by any other measure), any individual asset or gnoyp of assets with similar characteristics eksi In addition, because we are a s
company, we may be unable to sufficiently deplopited into a number of assets or asset groupsa #esult, our portfolio may be concentre
in a small number of assets or may be otherwisevargified, increasing the risk of loss and the niagle of potential losses to us and
stockholders if one or more of these assets perfaronly. For example, our portfolio of mortgageated assets may at times be concentra
certain property types that are subject to higlsd of foreclosure, or secured by properties cotreged in a limited number of geograr.
locations. To the extent that our portfolio is centtated in any one region or type of security, dimns relating generally to such regiot
type of security may result in defaults on a numifesur assets within a short time period, whichymaaterially adversely affect our busin
financial condition and results of operations and ability to make distributions to our stockholsler

Risk Related to Our Debt Financing

Our access to financing sources, which may not baitable on favorable terms, or at all, especially light of current market conditions
may be limited, and this may materially adversef§eat our business, financial condition and results operations and our ability to mal
distributions to our stockholders.

We depend upon the availability of adequate capital financing sources to fund our operations. H@areas previously discuss
the capital and credit markets recently experienogatecedented levels of volatility and disruptiehich exerted downward pressure on s
prices and credit capacity for lenders. If thesele of market volatility and disruption recurcituld materially adversely affect one or mor
our lenders and could cause one or more of ourlsn be unwilling or unable to provide us withdincing, or to increase the costs of
financing, or to become insolvent. Moreover, we @rgently party to repurchase agreements of at shwation and there can be no assur
that we will be able to roll over or re-set theserbwings on favorable terms, if at all. In the ewveve are unable to roll over or set ou
reverse repos, it may be more difficult for us biadin debt financing on favorable terms or atlalladdition, if regulatory capital requireme
imposed on our lenders change, they may be requirdinit, or increase the cost of, financing thegsovide to us. In general, this co
potentially increase our financing costs and reduadiquidity or require us to sell assets at@opportune time or price. Under current ma
conditions, securitizations are generally unavédlalr limited, which has also limited borrowingsden warehouse facilities and other cr
facilities that are intended to be refinanced bghssecuritizations. Consequently, depending on etar@nditions at the relevant time, we 1
have to rely on additional equity issuances to meetapital and financing needs, which may betig#uto our stockholders, or we may hav
rely on less efficient forms of debt financing tikahsume a larger portion of our cash flow fromragiens, thereby reducing funds available
our operations, future business opportunities, cistnibutions to our stockholders and other pugsodVe cannot assure you that we will t
access to such equity or debt capital on favordstas (including, without limitation, cost and térat the desired times, or at all, which r
cause us to curtail our asset acquisition actwii@d/or dispose of assets, which could materidlyersely affect our business, finan
condition and results of operations and our abititynake distributions to our stockholders.
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We may incur increased borrowing costs related épurchase agreements and that would adversely affer profitability.

Currently, a significant portion of our borrowingee collateralized borrowings in the form of regwarse agreements. If the inte
rates on these agreements increase at a rate highvethe increase in rates payable on our invedsneur profitability would be advers
affected.

Our borrowing costs under repurchase agreemenerggncorrespond to short-term interest rates aghIBOR or a shortermr
Treasury index, plus or minus a margin. The margin these borrowings over or under shertn interest rates may vary depending ug
number of factors, including, without limitation:

« the movement of interest rates;
« ravailability of financing in the market; a
« rvalue and liquidity of our mortge-related assets.

During 2008 and 2009, many repurchase agreemedéeldemequired higher levels of collateral than thag required in the past
support repurchase agreements collateralized by&gRBMBS. Although these collateral requirementgehlaeen reduced to more approp!
levels, we cannot assure you that they will notimgeperience a dramatic increase. If the interagts, lending margins or collate
requirements under these repurchase agreemergagecror if lenders impose other onerous termbtairothis type of financing, our results
operations will be adversely affected.

The repurchase agreements that we use to finance ionestments may require us to provide additiorwalllateral, which could reduce ot
liquidity and harm our financial condition.

We intend to use repurchase agreements to finamceneestments. If the market value of the loansemurities pledged or sold
us to a funding source decline in value, we mayedogiired by the lending institution to provide aduhial collateral or pay down a portion
the funds advanced, but we may not have the fumdiasle to do so. Posting additional collateraktgpport our repurchase agreements
reduce our liquidity and limit our ability to leage our assets. In the event we do not have siffidiquidity to meet such requiremel
lending institutions can accelerate our indebteslniesrease our borrowing rates, liquidate ouratetal at inopportune times and terminate
ability to borrow. This could result in a rapid dgoration of our financial condition and possib&guire us to file for protection under the |
Bankruptcy Code.

We intend to leverage our equity, which will exabate any losses we incur on our current and futirevestments and may reduce cash
available for distribution to our stockholders.

We intend to leverage our equity through borrowjngsnerally through the use of repurchase agreemamd CDOs, which a
obligations issued in multiple classes secured byuaderlying portfolio of securities, and we may, the future, utilize other forms
borrowing. The amount of leverage we incur vadepending on our ability to obtain credit facilgiand our lender®stimates of the value
our portfolio’s cash flow. The return on our investments and easfiable for distribution to our stockholders n@gy/reduced to the extent t
changes in market conditions cause the cost ofilm@ancing to increase relative to the income tleat be derived from the assets we hold ir
investment portfolio. Further, the leverage on eguity may exacerbate any losses we incur.

Our debt service payments will reduce the net ire@wailable for distribution to our stockholderse Wiay not be able to meet
debt service obligations and, to the extent thacamnot, we risk the loss of some or all of oulets$o sale to satisfy our debt obligation
decrease in the value of the assets may lead timezalls under our repurchase agreements whictvilv@ave to satisfy. Significant decrea
in asset valuation, such as occurred during Ma@f}82could lead to increased margin calls, and \ag not have the funds available to sa
any such margin calls. Although we have establishégkget overall leverage amount for our MidwaysiBential Mortgage Portfolio strate
and our legacy assets, there is no establishethtion, other than may be required by our finan@ngngements, on our leverage ratio c
the aggregate amount of our borrowings.
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If we are unable to leverage our equity to the extteve currently anticipate, the returns on certaof our assets could be diminished, whi
may limit or eliminate our ability to make distriliions to our stockholders.

If we are limited in our ability to leverage certadf our assets, such as Agency RMBS, assets uhdeMidway Residenti
Mortgage Portfolio or certain commercial mortgagkated securities, the returns on these assetdmagrmed. A key element of our straf
is our use of leverage to increase the size ofRIMMBS portfolio in an attempt to enhance our retufdgr repurchase agreements are
currently committed facilities, meaning that theueterparties to these agreements may at any tirmesehto restrict or eliminate our fut
access to the facilities and we have no other caradhcredit facilities through which we may levesagur equity. If we are unable to lever
our equity to the extent we currently anticipates teturns on our portfolio could be diminished, ickhmay limit or eliminate our ability
make distributions to our stockholders.

If a counterparty to our repurchase transactions fdelts on its obligation to resell the underlyingesurity back to us at the end of t
transaction term or if we default on our obligatieunder the repurchase agreement, we would incisdes.

When we engage in repurchase transactions, we aneell RMBS to lenders (i.e., repurchase agregnteunterparties) al
receive cash from the lenders. The lenders argatelil to resell the same RMBS back to us at theoéttie term of the transaction. Bece
the cash we receive from the lender when we ihjtis¢ll the RMBS to the lender is less than theugadf those RMBS (this difference
referred to as the “haircut”), the lender defaults on its obligation to resb# same RMBS back to us we would incur a losshertransactic
equal to the amount of the haircut (assuming teae no change in the value of the RMBS). Furtifene default on one of our obligatic
under a repurchase transaction, the lender carinatenthe transaction and cease entering into #mgr sepurchase transactions with us.
repurchase agreements contain ciafsult provisions, so that if a default occurs @emdny one agreement, the lenders under our
agreements could also declare a default. Any loggetcur on our repurchase transactions could raglye affect our earnings and thus
cash available for distribution to our stockholders

Our use of repurchase agreements to borrow fundsynmave our lenders greater rights in the event theither we or a lender files f
bankruptcy.

Our borrowings under repurchase agreements mayfygtad special treatment under the bankruptcy ¢agieing our lenders tt
ability to avoid the automatic stay provisions log tbankruptcy code and to take possession of gnitléite our collateral under the repurcl
agreements without delay in the event that we ffile bankruptcy. Furthermore, the special treatm@ntepurchase agreements under
bankruptcy code may make it difficult for us to oger our pledged assets in the event that a lefilésrfor bankruptcy. Thus, the use
repurchase agreements exposes our pledged assstsitothe event of a bankruptcy filing by eitleetender or us.

Our liquidity may be adversely affected by margialls under our repurchase agreements because wedependent in part on the lende
valuation of the collateral securing the financing.

Each of these repurchase agreements allows therlgilodvarying degrees, to revalue the collateraletiues that the lender consic
to reflect market value. If a lender determined tha value of the collateral has decreased, it maiate a margin call requiring us to p
additional collateral to cover the decrease. Whenave subject to such a margin call, we must peotié lender with additional collateral
repay a portion of the outstanding borrowings witmimal notice. Any such margin call could harm diguidity, results of operation a
financial condition. Additionally, in order to abih cash to satisfy a margin call, we may be reguio liquidate assets at a disadvantac
time, which could cause it to incur further losaes adversely affect our results of operationsfarahcial condition.
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Hedging against credit events and interest rate ngas and other risks may materially adversely affear business, financial condition ar
results of operations and our ability to make digtntions to our shareholders.

We have in the past engaged in and intend to oppistically pursue in the future, together with @xternal managers, varic
hedging strategies in an effort to reduce our expo$o losses from adverse changes in interes, ratedit events and other factors. Hed
against a decline in the values of our portfolicsifons does not prevent losses if the values ohswositions decline, or eliminate
possibility of fluctuations in the value of our pfotio. Hedging transactions generally will limié opportunity for gain if the values of
portfolio positions should increase. Further, darteedging transactions could result in our experileg significant losses. Moreover, at
point in time we may choose not to hedge all orodtipn of these risks, and we generally will nodge those risks that we believe
appropriate for us to take at such time, or thatbekeve would be impractical or prohibitively exyséve to hedge. Even if we do choos
hedge certain risks, for a variety of reasons weegaly will not seek to establish a perfect catiein between our hedging instruments ani
risks being hedged. Any such imperfect correlatiay prevent us from achieving the intended hedgeeaipose us to risk of loss. Our hed(
activity will vary in scope based on the compositaf our portfolio, our market views, and changimgrket conditions, including the level ¢
volatility of interest rates. When we do choosé¢dge, hedging may fail to protect or could maligredversely affect us because, among ¢
things:

. either we or our external managers may fail toexily assess the degree of correlation betweepdtfermance of the instrume
used in the hedging strategy and the performantieecdissets in the portfolio being hedged;

. either we or our external managers may fail toloedate, re-adjust and execute hedges in an efticiad timely manner;

. the hedging transactions may actually result inrpooverall performance for us than if we had not engagedhe hedgin
transactions;

. credit hedging can be expensive, particularly wienmarket is forecasting future credit deteriaratand when markets are m
illiquid,;

. interest rate hedging can be expensive, partiguthrting periods of volatile interest rates;

. available hedges may not correspond directly wWithrtsks for which protection is sought;

. the durations of the hedges may not match the idusabf the related assets or liabilities beingdest]

. many hedges are structured as overetwenter contracts with counterparties whose cretiitviness is not guaranteed, raising

possibility that the hedging counterparty may difan their payment obligations; and

. to the extent that the creditworthiness of a heglgiounterparty deteriorates, it may be difficulirmpossible to terminate or ass
any hedging transactions with such counterparty.

For these and other reasons, our hedging actividy materially adversely affect our business, fi@ncondition and results
operations and our ability to make distribution®tw stockholders.

Hedging instruments and other derivatives historilyahave not, in many cases, been traded on regethexchanges, or been guaranteec
regulated by any U.S. or foreign governmental authi@s and involve risks and costs that could ressul material losses.

Hedging instruments and other derivatives involig& because they historically have not, in manyesabeen traded on regule
exchanges and have not been guaranteed or regblatedy U.S. or foreign governmental authoritiesn€equently, for these instruments tl
are no requirements with respect to record keegingncial responsibility or segregation of custerinds and compliance with applica
statutory and commodity and other regulatory rexyugnts and, depending on the identity of the copatty, applicable internatior
requirements. Neither we nor our external managessestricted from dealing with any particular itauparty or from concentrating any ot
of its transactions with one counterparty. The bess failure of a hedging counterparty with whomemger into a hedging transaction
most likely result in a default under the hedgimgeement. Default by a party with whom we enteo iathedging transaction may resul
losses and may force us to re-initiate similar lesdgith other counterparties at the thpravailing market levels. Generally we will seel
reserve the right to terminate our hedging trargastupon a counterpartyinsolvency, but absent an actual insolvency, \ag not be able
terminate a hedging transaction without the consérnhe hedging counterparty, and we may not be &blassign or otherwise dispose
hedging transaction to another counterparty withtbet consent of both the original hedging counteéypand the potential assignee. If
terminate a hedging transaction, we may not be tbnter into a replacement contract in orderaweec our risk. There can be no assur:
that a liquid secondary market will exist for heutginstruments purchased or sold, and thereforenaye be required to maintain any hed



position until exercise or expiration, which coutdterially adversely affect our business, financa@idition and results of operations.
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The U.S. Commodity Futures Trading Commission arthin commodity exchanges have established liraferred to as speculat
position limits or position limits on the maximunetiong or net short position which any person mug of persons may hold or contro
particular futures and options. Limits on tradimgoptions contracts also have been establishetidydrious options exchanges. It is pos:
that trading decisions may have to be modified twad positions held may have to be liquidated ieorto avoid exceeding such limits. S
modification or liquidation, if required, could neaially adversely affect our business, financiatldition and results of operation and our ak
to make distributions to our stockholders.

Risks Related to Our Agreements with Our External Managers

We are dependent on our external managers and dert@ their key personnel and may not find a suil@breplacement if they termina
their respective management or advisory agreemavith us or such key personnel are no longer availato us.

We historically were organized as a saffvised company that acquired, originated, sold mathaged its assets; however, a:
modified our business strategy and the targetegtssge seek to acquire in response to changingehadnditions, we began to outsource
management of certain targeted asset classes fohwie had limited internal resources or experie¢e presently are a party to two sepe
management or advisory agreements that providéhexternal management of certain of our assetsrarestment strategies. Each of
external managers, in some manner, identifies,uatas, negotiates, structures, closes and momiéstain investments on our behalf. In €
case, we have engaged these third parties bechtls expertise of certain key personnel of ouemdl managers. The departure of any ¢
senior officers of our external managers, or ofgmiicant number of investment professionals dngipals of our external managers, cc
have a material adverse effect on our ability thi@ge our investment objectives. We are subje¢héorisk that our external managers
terminate their respective management or advisgrgeanent with us or that we may deem it necessatgrininate such agreement or pre
certain individuals from performing services for, @d that no suitable replacement will be foundranage certain of our assets
investment strategies.

Pursuant to our management or advisory agreemeias; external managers, in most cases, are entittedeceive a management fee tha
payable regardless of the performance of the assetder their managemen

We will pay Midway substantial base management,féased on our invested capital (as such term fimeate in the Midwa
Management Agreement), regardless of the performaricthe assets under their management. Similpdysuant to the HCS Advisc
agreement, we will pay HCS a base advisory feadhsassets are deemed “managed assetir the HCS Advisory Agreement, and we
pay them, if agreed to by each party, base managef@es for assets deemestheduled assets, regardless of the performanttee csse
under their management. In addition, we will pay3H&h annual consulting fee, subject to certain itiomd, that is in no way contingent ug
the performance or management of any of our asBeésexternal managers’ entittement in many case®hperformance based compensa
may reduce its incentive to devote the time andretif its professionals to seeking profitable isiveent opportunities for our company, wt
could result in the undgrerformance of assets under their management agatinely affect our ability to pay distributions ¢mir stockholde!
or to achieve capital appreciation.

Pursuant to the terms of our management and advisagreements, our external managers are generaliitted to receive an incentive fe
which may induce them to make certain investmentgluding speculative or high risk investments.

In addition to the base management and, in somescasnsulting fees, payable to our external masager external managers
generally entitled to receive incentive compensafi@sed, in part, upon the achievement of targkteels of net income. In evaluati
investments and other management strategies, thertopity to earn incentive compensation based enimcome may lead our exter
managers to place undue emphasis on the maximizafionet income at the expense of other critenehsas preservation of capi
maintaining liquidity and/or management of credkror market risk, in order to achieve higher imtbee compensation. Investments v
higher yield potential are generally riskier or m@peculative. In addition, Midway has broad dison regarding the types of investmen
will make pursuant to its management agreement wgthThis could result in increased risk to theigaf our assets under the manageme
our external managers.

We compete with our external managers’ other clisribr access to them.

Each of Midway and HCS manages, and is expectedomtinue to manage, other client accounts with lammor overlappin
investment strategies. In connection with the sewiprovided to those accounts, these managerbenagmpensated more favorably thar
the services provided under our external manageworeatlvisory agreements, and such discrepanciesmpensation may affect the leve
service provided to us by our external managergebMer, each of our external managers may have@moeic interest in the accounts t
manage or the investments they propose and, inabe of HCS, may raise, advise or sponsor othef f&i other investment funds that in
in assets similar to our targeted assets. As dtyese will compete with these other accounts amtdriests for access to Midway and HCS
the benefits derived from those relationships. ther same reasons, the personnel of each of MidwdyHCS may be unable to dedica



substantial portion of their time managing our stmeents to the extent they manage or are assoacidthdany future investme
vehicles not related to us.
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There are conflicts of interest in our relationshspwith our external managers, which could result ihecisions that are not in the b
interests of our stockholders.

We may acquire or sell assets in which an extemehager or its affiliates have or may have an é@sterin recent years, we hi
engaged in certain co-investment opportunities W@S or one of its affiliates and we may particgpat future convestment opportuniti
with our external managers or their affiliatesthese cases, it is possible that our intereststtamdéhterests of our external managers will
always be aligned and this could result in decisithat are not in the best interests of our comp8milarly, one of our external manager
its affiliates may acquire or sell assets in whigé have or may have an interest. Although such iaitipus or dispositions may pres
conflicts of interest, we nonetheless may pursuk@msummate such transactions. Additionally, wg er@gage in transactions directly v
our external managers or their affiliates, inclgdihe purchase and sale of all or a portion ofgetad asset.

Acquisitions made for entities with similar objects may be different from those made on our befalf.external managers may h
economic interests in or other relationships witteos in whose obligations or securities we mayuaeqIn particular, such persons may n
and/or hold an investment in securities that weumecthat may be pari passu, senior or junior imkildg to our interest in the securities o
which partners, security holders, officers, direst@agents or employees of such persons serveanddof directors or otherwise have ong:
relationships. Each of such ownership and otheticelships may result in securities laws restrigi@n transactions in such securities
otherwise create conflicts of interest. In suchiénses, the external managers may, in their sekretion, make recommendations and deci:
regarding such securities for other entities thay rbe the same as or different from those made mgipect to securities acquired by us
may take actions (or omit to take actions) in thatext of these other economic interests or relatiips, the consequences of which ma
adverse to our interests.

The key personnel of our external managers andffilsates devote as much time to us as our extamanagers deem approprii
however, these individuals may have conflicts inadting their time and services among us and thtbier accounts and investment vehi
During turbulent conditions in the mortgage indystlistress in the credit markets or other timesmvkve will need focused support
assistance from our external managers, other entitir which our external manager serves as a reahagits accounts will likewise requ
greater focus and attention, placing the resoustesir external managers in high demand. In suciasbns, we may not receive the neces
support and assistance we require or would otherreiseive if we were internally managed.

We, directly or through our external managers, wiatain confidential information about the compargesecurities in which we ha
invested or may invest. If we do possess confidémformation about such companies or securitiesie may be restrictions on our ability
dispose of, increase the amount of, or otherwise taction with respect to the securities of sucmmganies. Our external managers’
management of other accounts could create a coofliaterest to the extent such external managemiare of material nopublic informatior
concerning potential investment decisions andithisirn could impact our ability to make necessamestment decisions. Any limitations t
develop as a result of our access to confidentifalrination could therefore materially adverselyeaffour business, financial condition
results of operations and our ability to make stiions to our stockholders.

HCS, which is a whollyswned subsidiary of IMP Group Inc., is deemed teefieially own approximately 15.3% of our outstamg
common stock as of December 31, 2010. In evaluatpgprtunities for us and other management stragedinis may lead HCS to empha
certain asset acquisition, disposition or managéerbjectives over others, such as balancing riskapital preservation objectives aga
return objectives. This could increase the riskgjexrease the returns, of your investment. Intamfdithe chairman of our board of direct
James J. Fowler, is a portfolio manager at HCS aamtbnaging director of JMP Group Inc. As a reddit, Fowler may have a conflict
interest in situations where the best interestsusfcompany and stockholders do not align withitherests of HCS, JMP Group, Inc. ot
affiliates, which may result in decisions that ac in the best interests of all our stockholders.

There are limitations on our ability to withdraw wested capital from the account managed by Midwand aur inability to withdraw ou
invested capital when necessary may materially adely affect our business, financial condition an@sults of operations and our ability
make distributions to our stockholders.

Pursuant to the terms of the Midway Management &geent, we may only redeem invested capital in aousnnequal to the lesser
10% of the invested capital in the account mandpeidway or $10 million as of the last calenday dd the month upon not less than
days written notice, subject to our authority teedt Midway to modify its investment strategy farrposes of maintaining our qualification ¢
REIT and exemption from the Investment Company Actddition, we are only permitted to make onehstgzlemption request in any d@ay
period. In the event a significant market evensloock, we may be unable to effect a redemptiomedsted capital in greater amounts or
greater rate unless we obtain the consent of MidWayreover, because a reduction of invested capitalld reduce the base managemen
under the Midway Management Agreement, Midway mayelss inclined to consent to such redemptionselire unable to withdraw inves
capital as needed to meet our obligations in thedéy our business and financial condition couldrizerially adversely affected.
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Termination of the HCS Advisory Agreement may béfidult and costly.

Termination of the HCS Advisory Agreement withowtuse is subject to several conditions which may emsch a terminatic
difficult and costly. The HCS Advisory Agreemenbpides that it may only be terminated without caupen our election to not renew
agreement at the end of the initial term or upom dlffirmative vote of at least twibirds of our independent directors, based eittpor
unsatisfactory performance by HCS that is matgridditrimental to us or upon a determination thatrttenagement fee payable to HCS i
fair, subject to HCS right to prevent such a termination by accepéingutually acceptable reduction of management f¢€S will be paid
termination fee equal to the product of (A) 1.5 &BYdlthe sum of (i) the average annual base adyif® earned by HCS during the gwntt
preceding the effective termination date, and tfi@ annual consulting fee. Thus, in the event leetenot to renew the HCS Advisc
Agreement for any reason other than cause (asatkfinthe HCS Advisory Agreement), we will be regdito pay this termination fee. Th
provisions may increase the effective cost to ughinating the HCS Advisory Agreement, therebyeadely affecting our ability to termin:
HCS without cause.

Risks Related to an Investment in Our Capital Stock
The market price and trading volume of our commotosk may be volatile.

The market price of our common stock is highly titdaand subject to wide fluctuations. In additiadhe trading volume in o
common stock may fluctuate and cause significaiceprariations to occur. Some of the factors timatld result in fluctuations in the price
trading volume of our common stock include, amotigenthings: actual or anticipated changes incuuirent or future financial performan
changes in market interest rates and general mariceeconomic conditions. We cannot assure ydulteamarket price of our common st
will not fluctuate or decline significantly.

We have not established a minimum dividend paymientl for our common stockholders and there are assurances of our ability to pi
dividends to common or preferred stockholders irethuture.

We intend to pay quarterly dividends and to malstritiutions to our common stockholders in amounthghat all or substantia
all of our taxable income in each year, subjeatddain adjustments, is distributed. This, alorithwther factors, should enable us to qui
for the tax benefits accorded to a REIT under thterhal Revenue Code of 1986, as amended, or ait€&avenue Code. We have
established a minimum dividend payment level far@ammon stockholders and our ability to pay divide may be harmed by the risk fac
described herein. From July 2007 until April 20@8r Board of Directors elected to suspend the magnof quarterly dividends on ¢
common stock. Our Boarsl'decision reflected our focus on the eliminatidnoperating losses through the sale of our mortgageing
business and the conservation of capital to buitdré earnings from our portfolio management openat All distributions to our commc
stockholders will be made at the discretion of Board of Directors and will depend on our earnirgs, financial condition, maintenance
our REIT status and such other factors as our BoRirectors may deem relevant from time to tinféhere are no assurances of our abili
pay dividends in the future at the current ratatall.

Future offerings of debt securities, which would m& senior to our common stock and preferred stockom our liquidation, and future
offerings of equity securities, which would diluteur existing stockholders and may be senior to aaommon stock for the purposes
dividend and liquidating distributions, may adveigaffect the market price of our common stock.

In the future, we may attempt to increase our ehpésources by making offerings of debt or addaimfferings of equity securitie
including commercial paper, mediumm notes, senior or subordinated notes and cae$epreferred stock or common stock. U
liquidation, holders of our debt securities anddens with respect to other borrowings will recedvdistribution of our available assets pric
the holders of our preferred stock and common stadth holders of our preferred stock having ptiprover holders of our comm
stock. Additional equity offerings may dilute theldings of our existing stockholders or reducerttegket price of our common stock, or bc
Because our decision to issue securities in anydubffering will depend on market conditions arlden factors beyond our control, we car
predict or estimate the amount, timing or naturewffuture offerings. Thus, holders of our comnstock bear the risk of our future offerii
reducing the market price of our common stock ahdidg their stock holdings in us.

Future sales of our common stock could have an acbeseffect on our common stock price.
We cannot predict the effect, if any, of futureesabf common stock, or the availability of shamsffiture sales, on the market p

of our common stock. Sales of substantial amoohtsommon stock, or the perception that such sategdd occur, may adversely aff
prevailing market prices for our common stock.
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Risks Related to Our Company, Structure and Changé Control Provisions
Our directors have approved broad investment guiides for us and do not approve each investment waken

Certain of our external managers, including Midwarg authorized to follow broad investment guidedinwhich were approved by
board of directors at the time we entered into respective management agreements with these pantidetermining which assets they 1
invest in on our behalf. Although our board ofediors will ultimately determine when and how mueelpital to allocate to these strategies
generally will not approve transactions in advant¢heir execution by these managers. Currently,iovestment in any new program a
under the HCS Advisory Agreement requires the amdrof our board of directors. However, our boafdlivectors may elect to not revi
individual investments in new program assets infthiere. In addition, in conducting periodic revigwve will rely primarily on informatic
provided to us by our external managers. Complhigathatters further, our external managers may oseplex investment strategies
transactions, which may be difficult or impossiltdeunwind. As a result, because our external masagave great latitude to determine
types of assets it may decide are proper invessrfentus, there can be no assurance that we wdbktwise approve of these investm:
individually or that they will be successful.

We are dependent on certain key personnel.

We are a small company and are dependent uporfftreseof certain key individuals, including Jam&sFowler, the Chairman
our Board of Directors, and Steven R. Mumma, oueCxecutive Officer and President. The lossmof key personnel or their services cc
have an adverse effect on our operations.

The stock ownership limit imposed by our charter ynanhibit market activity in our common stock and ag restrict our busines
combination opportunities.

In order for us to maintain our qualification aREIT under the Internal Revenue Code, not more 8% in value of the issu
and outstanding shares of our capital stock magweed, actually or constructively, by five or fewiadividuals (as defined in the Inter
Revenue Code to include certain entities) at amg tiluring the last half of each taxable year (othan our first year as a REIT). This te:
known as the “5/50 test.Attribution rules in the Internal Revenue Code gppldetermine if any individual or entity actuatly constructivel
owns our capital stock for purposes of this requiat. Additionally, at least 100 persons must fieiadly own our capital stock during at le
335 days of each taxable year (other than ouryiar as a REIT). To help ensure that we meetethesgts, our charter restricts the acquis
and ownership of shares of our capital stock. éarter, with certain exceptions, authorizes otedlors to take such actions as are nece
and desirable to preserve our qualification as &TRfad provides that, unless exempted by our Be&rirectors, no person may own m
than 5.0% in value of the outstanding shares of aapital stock. The ownership limit contained iar @harter could delay or prever
transaction or a change in control of our compangen circumstances that otherwise could providesbockholders with the opportunity
realize a premium over the then current marketepioc our common stock or would otherwise be inlibst interests of our stockholders.
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Certain provisions of Maryland law and our chartemd bylaws could hinder, delay or prevent a charigeontrol which could have an
adverse effect on the value of our securities.

Certain provisions of Maryland law, our charter anat bylaws may have the effect of delaying, défigror preventing transactic
that involve an actual or threatened change inrobnThese provisions include the following, amaribers:

. our charter provides that, subject to the righterd or more classes or series of preferred stwekect one or more directors
director may be removed with or without cause dnhthe affirmative vote of holders of at least ttiirds of all votes entitled
be cast by our stockholders generally in the edeatif directors;

. our bylaws provide that only our Board of Directshall have the authority to amend our bylaws;

. under our charter, our Board of Directors has aitthto issue preferred stock from time to time,one or more series and
establish the terms, preferences and rights ofanl series, all without the approval of our stai#térs;

. the Maryland Business Combination Act; and
. the Maryland Control Share Acquisition Act.

Although our Board of Directors has adopted a rgsmt exempting us from application of the MarylaBgsiness Combination A
and our bylaws provide that we are not subjech&Nlaryland Control Share Acquisition Act, our Babaif Directors may elect to make
“business combination” statute and “control shatatute applicable to us at any time and may deigwut stockholder approval.

Maintenance of our Investment Company Act exemptiomposes limits on our operation

We have conducted and intend to continue to conolucbperations so as not to become regulated as/astment company unc
the Investment Company Act. We believe that theme a number of exemptions under the Investmentpaas Act that are applicable
us. To maintain the exemption, the assets thategire are limited by the provisions of the Inmestt Company Act and the rules
regulations promulgated under the Investment Compent. In addition, we could, among other things, required either (a) to change
manner in which we conduct our operations to alm@thg required to register as an investment comman({) to register as an investm
company, either of which could have an adversecetfe our operations and the market price for egusties.

Tax Risks Related to Our Structure
Failure to qualify as a REIT would adversely affeocur operations and ability to make distributions.

We have operated and intend to continue to opesatéo qualify as a REIT for federal income tax mags. Our continu
qualification as a REIT will depend on our abilty meet various requirements concerning, amongr dfiags, the ownership of ¢
outstanding stock, the nature of our assets, theces of our income, and the amount of our distidims to our stockholders. In order to sat
these requirements, we might have to forego investsnwe might otherwise make. Thus, compliance thieé REIT requirements may hin
our investment performance. Moreover, while wetict to continue to operate so to qualify as a RiafTfederal income tax purposes, gi
the highly complex nature of the rules governing RE:there can be no assurance that we will safgualany taxable year.

If we fail to qualify as a REIT in any taxable yeard we do not qualify for certain statutory relpebvisions, we would be subjec
federal income tax (including any applicable alggive minimum tax) on our taxable income at reguatanporate rates. We might be require
borrow funds or liquidate some investments in ordepay the applicable tax. Our payment of incaare would reduce our net earni
available for investment or distribution to stoclders. Furthermore, if we fail to qualify as a REdnd do not qualify for certain statut
relief provisions, we would no longer be requiredrake distributions to stockholders. Unless aiiufe to qualify as a REIT were excu
under the federal income tax laws, we generallyld/te disqualified from treatment as a REIT for ther taxable years following the yea
which we lost our REIT status.
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REIT distribution requirements could adversely atfeour liquidity.

In order to qualify as a REIT, we generally areuiegg each year to distribute to our stockholdeédgast 90% of our REIT taxal
income, excluding any net capital gain. To theeekthat we distribute at least 90%, but less tH@0% of our REIT taxable income, we will
subject to corporate income tax on our undistridREIT taxable income. In addition, we will be gdi to a 4% nondeductible excise ta
the amount, if any, by which certain distributiggesd by us with respect to any calendar year a® tlean the sum of (i) 85% of our ordin
REIT income for that year, (i) 95% of our REIT @ab gain net income for that year, and (iii) 10@¥our undistributed REIT taxable inco
from prior years.

We have made and intend to continue to make digioibs to our stockholders to comply with the 90Rtribution requirement ai
to avoid corporate income tax and the nondeductixgise tax. However, differences in timing betwebe recognition of REIT taxat
income and the actual receipt of cash could requéréo sell assets or to borrow funds on a stesrt basis to meet the 90% distribu
requirement and to avoid corporate income tax hachbndeductible excise tax.

Certain of our assets may generate substantial ati$ras between REIT taxable income and availaldé.c8uch assets co
include mortgagdacked securities we hold that have been issueddigcount and require the accrual of taxable irc@madvance of tt
receipt of cash. As a result, our taxable inconay mxceed our cash available for distribution arel requirement to distribute a substa
portion of our net taxable income could cause us to

« sell assets in adverse market conditions,
e borrow on unfavorable terms or

« distribute amounts that would otherwise be invegtefliture acquisitions, capital expenditures grasgment of debt in order
to comply with the REIT distribution requirements.

Further, our lenders could require us to enter imggative covenants, including restrictions on abitity to distribute funds or
employ leverage, which could inhibit our abilitygatisfy the 90% distribution requirement.

Dividends payable by REITs do not qualify for theduced tax rates on dividend income from regularporations.

The maximum U.S. federal income tax rate for dinidke payable to domestic shareholders that areithdils, trust and estates
15% (through 2012). Dividends payable by REITsyéwer, are generally not eligible for the reducats. Although the reduced U.S. fed
income tax rate applicable to dividend income fraagular corporate dividends does not adverselychffee taxation of REITs or divider
paid by REITs, the more favorable rate applicablesgular corporate dividends could cause investtis are individuals, trusts and estate
perceive investments in REITs to be relatively le$gctive than investments in the stocks of R&1T corporations that pay dividends, wt
could adversely affect the value of the sharesEIfTR, including our common shares.

Complying with REIT requirements may limit our alify to hedge effectively.

The REIT provisions of the Code substantially limitr ability to hedge the RMBS in our investmenttfmio. Our aggregate grc
income from non-qualifying hedges, fees, and certaéiher norgualifying sources cannot exceed 5% of our annt@ggincome. As a resl
we might have to limit our use of advantageous hegtechniques or implement those hedges throuR% Any hedging income earned t
TRS would be subject to federal, state and locabrime tax at regular corporate rates. This couldesse the cost of our hedging activitie
expose us to greater risks associated with changeterest rates than we would otherwise wantdarb
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A decline in the value of the real estate securittte mortgage loans that back RMBS could cause ator of our income from suc
securities to be nonqualifying income for purposekthe REIT 75% gross income test, which could causs to fail to qualify as a REIT

Pools of mortgage loans back the RMBS that we fldur investment portfolio and in which we invest. general, the intere
income from a mortgage loan is qualifying incomegarposes of the 75% gross income test applidadREITs to the extent that the mortg
loan is secured by real property. If a mortgagelbas a loan-tgalue ratio greater than 100%, however, then ongyogortionate part of tl
interest income is qualifying income for purposéthe 75% gross income test and only a proportepart of the value of the loan is treate
a “real estate asset” for purposes of the 75% asstfpplicable to REITs. This loanialue ratio is generally measured at the time tine
REIT commits to acquire the loan. Although the IR ruled generally that the interest income fram-collateralized mortgage obligati
(“CMO”) RMBS is qualifying income for purposes of the 75%s3 income test, it is not entirely clear how tiisdance would apply if v
purchase non-CMO RMBS in the secondary marketiat@when the loan-to-value ratio of one or moréhef mortgage loans backing the non-
CMO RMBS is greater than 100%, and, accordinglppgtion of any income from such non-CMO RMBS maytleated as noqualifying
income for purposes of the 75% gross income tesaddition, that guidance does not apply to CMOB3M In the case of CMO RMBS, if le
than 95% of the assets of the issuer of the CMO BM8Bnstitute “real estate assethgn only a proportionate part of our income detifrem
the CMO RMBS will qualify for purposes of the 75%uogs income test. Although the law is not clele, IRS may take the position that
determination of the loan-tealue ratio for mortgage loans that back CMO RMB$oi be made on a quarterly basis. A decline énvidue ¢
the real estate securing the mortgage loans thelt bar CMO RMBS could cause a portion of the inteiiecome from those RMBS to
treated as non-qualifying income for purposes ef 16% gross income test. If such rpralifying income caused us to fail the 75% g
income test and we did not qualify for certainstaty relief provisions, we would fail to qualifis@ REIT.

Our ability to invest in and dispose of “to be anmeced” securities could be limited by our REIT status, ame could lose our REIT stati
as a result of these investments.

In connection with our investment in the Midway Rlestial Mortgage Portfolio, we may purchase AgeRiyBS through TBAs, ¢
dollar roll transactions. In certain instancesheatthan take delivery of the Agency RMBS subjecatTBA, we will dispose of the TE
through a dollar roll transaction in which we agtegurchase similar securities in the future atedetermined price or otherwise, which |
result in the recognition of income or gains. Weamt for dollar roll transactions as purchasessaiéds. The law is unclear regarding whe
TBAs will be qualifying assets for the 75% asset snd whether income and gains from dispositidrEBa#\s will be qualifying income for tt
75% gross income test.

Until such time as we seek and receive a favorpiilate letter ruling from the IRS, or we are aéddy counsel that TBAs should
treated as qualifying assets for purposes of tiRé @Sset test, we will limit our investment in TBAsd any norgualifying assets to no mc
than 25% of our assets at the end of any calengantey. Further, until such time as we seek andiveca favorable private letter ruling fr
the IRS or we are advised by counsel that incondegaims from the disposition of TBAs should be teelaas qualifying income for purpose:
the 75% gross income test, we will limit our gairem dispositions of TBAs and any ngualifying income to no more than 25% of our g
income for each calendar year. Accordingly, oulitghbio purchase Agency RMBS through TBAs and teptise of TBAs, through dollar r
transactions or otherwise, could be limited.

Moreover, even if we are advised by counsel thaA3Bhould be treated as qualifying assets or thebme and gains frc
dispositions of TBAs should be treated as qualdyimcome, it is possible that the IRS could sudtdigstake the position that such assets
not qualifying assets and such income is not gyialifincome. In that event, we could be subjea frenalty tax or we could fail to qualify €
REIT if (i) the value of our TBAs, together with onon-qualifying assets for the 75% asset test, exce28@e of our gross assets at the er
any calendar quarter or (ii) our income and gamosnfthe disposition of TBAs, together with our ngmalifying income for the 75% grc
income test, exceeded 25% of our gross incomenfptaxable year.

Item 1B. UNRESOLVED STAFF COMMENTS
None.
Item 2. PROPERTIES

Other than real estate owned, acquired throughindreu of, foreclosures on mortgage loans, the Gany does not own a
properties. As of December 31, 2010, our princgacutive and administrative offices are locatedeased space at 52 Vanderbilt Avel
Suite 403, New York, New York 10017.

Item 3. LEGAL PROCEEDINGS

We are at times subject to various legal proceedargsing in the ordinary course of our business.of the date of this report, we



not believe that any of our current legal procegsdinndividually or in the aggregate, will have aterial adverse effect on ¢
operations, financial condition or cash flows.

Item 4. (REMOVED AND RESERVED)
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PART Il

Item 5. MARKET FOR REGISTRANT'S COMMON EQUITY, RELATED STOKHOLDER MATTERS AND ISSUER PURCHASES OF
EQUITY SECURITIES

Market Price of and Dividends on the Regist’'s Common Equity and Related Stockholder Matters
Our common stock is traded on the NASDAQ Capitatidaunder the trading symbol “NYMT"As of December 31, 2010, we t
9,425,442 shares of common stock outstanding araf &gebruary 18, 2011, there were approximatelyh@@lers of record of our comm

stock. This figure does not reflect the benefiolhership of shares held in nominee name.

The following table sets forth, for the periodsigaded, the high, low and quarter end closing saitees per share of our common
stock and the cash dividends paid or payable orr@ummon stock on a per share basis.

Common Stock Prices Cash Dividends
Paid or Amount
High Low Close Declared Payable per Share
Year Ended December 31,
2010
Fourth quarter $ 6.9¢ $ 6.2: $ 6.9¢€ 12/20/1( 01/25/1: $ 0.1¢
Third quarter 6.52 5.6¢€ 6.2¢€ 10/04/1( 10/25/1( 0.1¢
Second quarter 7.77 6.51 6.62 06/16/1( 07/26/1( 0.1¢
First quarter 8.0: 6.54 7.5¢ 03/16/1( 04/26/1( 0.2t
Common Stock Prices Cash Dividends
Paid or Amount
High Low Close Declared Payable per Share
Year Ended December 31,
2009
Fourth quarter $ 8.7t $ 574 $ 7.1¢ 12/21/0¢ 01/26/1( $ 0.2¢
Third quarter 8.0 5.0t 7.6C 09/28/0¢ 10/26/0¢ 0.2t
Second quarter 5.97 2.2% 5.1¢ 06/14/0¢ 07/27/0¢ 0.22
First quarter 3.8C 1.82 3.8C 03/25/0¢ 04/27/0¢ 0.1¢

We intend to continue to pay quarterly dividendfiodders of shares of common stock. Future dividenil be at the discretion
the Board of Directors and will depend on our eageiand financial condition, maintenance of our Rgualification, restrictions on maki
distributions under Maryland law and such othetdexas our Board of Directors deems relevant.

Purchases of Equity Securities by the Issuer affiiad¢d Purchaser:
The Company has a share repurchase program, whichviously announced in November 2005. At manageis discretion, th
Company is authorized to repurchase shares of Coyngmmon stock in the open market or through peiyanegotiated transactions throi

December 31, 2015. The plan may be temporarilyeomanently suspended or discontinued at any tirne.Jompany has not repurchased
shares since March 2006 and currently has no intetd recommence repurchases in the near-future.

38




Securities Authorized for Issuance Under Equity Gensation Plans

The following table sets forth information as ofd@enber 31, 2010 with respect to compensation pladsr which equity securities
of the Company are authorized for issuance. Thefgamm has no such plans that were not approvedduwyiseholders.

Number of Securities to Weighted Average Number of Securities
be Issued upon Exercise Exercise Price of Remaining Available for
of Outstanding Options, Outstanding Options, Future Issuance under
Plan Category Warrants and Rights Warrants and Rights Equity Compensation Plans
Equity compensation plans approved by
security holders L) — 1,182,82.

39




Item 6. SELECTED FINANCIAL DATA

We are a Smaller Reporting Company and, thereéoeenot required to provide the information reqgibg this Item.
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Iltem 7. MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIALCONDITION AND RESULTS OF OPERATIONS
General

New York Mortgage Trust, Inc., together with itsisolidated subsidiaries (“NYMT,” the “Company,” “We&our” and “us”), is a ree
estate investment trust, or REIT, in the busindsacguiring, investing in, financing and managingmarily mortgagerelated assets. C
principal business objective is to generate netrime for distribution to our stockholders resultfrgm the spread between the interest and
income we earn on our interesarning assets and the interest expense we pdediotrowings that we use to finance our leveragsets ar
our operating costs, which we refer to as our merést income. We intend to achieve this objedbiyénvesting in a broad class of mortgage-
related and financial assets that in aggregategeifierate what we believe are attractive adjusted total returns for our stockholders.
targeted assets currently include Agency RMBS atingj of pass-through certificates, CMOs, REMIG3s land POs, noAgency RMBS
which may include nomgency 10s and POs, prime ARM loans held in seiaation trusts, CMBS, commercial mortgage loans atige
commercial real estate-related debt investmentsaltemay opportunistically acquire and manageouarbther types of mortgagelated an
financial assets that we believe will compensatapgopriately for the risks associated with them.

Prior to 2009, our investment portfolio was prirhadomprised of Agency RMBS, certain nagency RMBS originally rated in t
highest rating category by two rating agencies aurde ARM loans held in securitization trusts. brlg 2009, we commenced a repositiot
of our investment portfolio to transition the polib from one primarily focused on leveraged AgemMBS and prime ARM loans held
securitization trusts, which primarily involve inést rate risk, to a more diversified portfolio ttfrecludes elements of credit risk with redu
leverage. During 2010, we continued to diversify awestment portfolio by opportunistically dispogiof approximately $51.7 million
Agency RMBS and nogency RMBS, while investing approximately $19.4lion in a limited partnership formed to investand manage
pool of performing whole residential mortgage lgaasd approximately $7.6 million of other mortgagéated investments. We intenc
accelerate our portfolio diversification strategy 2011 through the formation and funding of ourergly announced Midway Residen
Mortgage Portfolio. This portfolio will be extermlmanaged by The Midway Group, L.P. We have iflitiprovided $24 million to th
Midway Residential Mortgage Portfolio and we amgate contributing additional capital to this invaent in the future, such that t
investment will become a significant contributoraor revenues and earnings and will represent rafigignt portion of our total assets in
future. For more information regarding the investindinancing and hedging strategies of this invesit, see “ltem 1 Business— Out
Residential Mortgage Portfolio Strategy.” In addlitj indine with our diversification strategy and our fecan asset performance, we hav
the recent past pursued, and anticipate continipgirsue in the future, investment opportunitiethie commercial mortgage market.

We have elected to be taxed as a REIT and have lemmand intend to continue to comply, with theisions of the Intern
Revenue Code of 1986, as amended (the “Internadie Code”)with respect thereto. Accordingly, we do not exgedbe subject to fede
income tax on our REIT taxable income that we autyedistribute to our stockholders if certain @ssacome and ownership tests
recordkeeping requirements are fulfilled. Even & maintain our qualification as a REIT, we may bbjact to some federal, state and |
taxes on our income generated in our taxable REbEBidiary.
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Factors that Affect our Results of Operations and ancial Condition
Our results of operations and financial conditiom @ffected by various factors, including, amongeothings:
« changes in interest rates;
« rates of prepayment, default and recovery on osgtasr the mortgages or loans underlying suctigasse
* general economic and financial and credit markatt@ns;
e our leverage, our access to funding and our borrgwosts;
e our hedging activities;
« changes in the credit ratings of the loans, sdeariand other assets we own;
« the market value of our investments;
« liabilities related to our discontinued operatiorgluding repurchase obligations on the sales atgage loans;
o actions taken by the U.S. Federal Reserve and tBeGbvernment; and
e requirements to maintain REIT status and to qudtifyan exemption from registration under the Inment Company Act.

We earn income and generate cash through our mesas$s. Our income is generated primarily from teespread, which we refer
as net interest income, which is the differencevben the interest income we earn on our investmpertfolio and the cost of our borrowir
and hedging activities and other operating coatduding management fees. Our net interest incoiflevary based upon, among other thir
the difference between the interest rates earneduorinterestarning assets and the borrowing costs of thelitiabi used to finance tha
investments, prepayment speeds and default andegcoates on the assets or the loans underlyinh agsets. Because changes in int
rates may significantly affect our activities, ooperating results depend, in large part, upon duilityato manage interest rate risks
prepayment risks effectively while maintaining staitus as a REIT.

We anticipate that, for any period during which roggas in the interest rates earned on our asset®tdooincide with interest re
changes on our borrowings, such assets will repgrioee slowly than the corresponding liabilities.nSequently, changes in interest re
particularly shorterm interest rates, may significantly influence aet interest income. With the maturities of ossets generally of lonc
duration than those of our liabilities, interederancreases will tend to decrease the net intémestne we derive from, and the market valu
our interest rate sensitive assets (and therefardaok value). Such rate increases could poss#sylt in operating losses or adversely a
our ability to make distributions to our stockhatsle

The yield on our assets may be affected by a eiffiee between the actual prepayment rates and ojecpons. Prepayment rates
reflected by the rate of principal paydown, aneiiest rates vary according to the type of investpeanditions in the economy and finan
markets, competition and other factors, none ofthvician be predicted with any certainty. To the e have acquired assets at a premit
discount to par, or face value, changes in prepaymaes may impact our anticipated yield. In pasiof declining interest rates, prepaym
on our mortgageelated assets will likely increase. If we are Uadb reinvest the proceeds of such prepaymertsraparable yields, our r
interest income will be negatively impacted. Therent climate of government intervention in the tgage markets significantly increases
risk associated with prepayments.

While we historically have used, and intend to imsthe future, hedging to mitigate some of our iegt rate risk, we do not hedge
of our exposure to changes in interest rates aglgyment rates, as there are practical limitationeur ability to insulate our portfolio from
potential negative consequences associated withgelsan shorterm interest rates in a manner that will allowtaseek attractive net spre
on our assets.
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In addition, our returns will be affected by thedit performance of our more credit-sensitive asseitch as noagency RMBS, equi
investment in a pool of mortgage loans and CLOss€Ehinvestments and other assets we intend tot targker our Midway Resident
Mortgage Portfolio strategy, as well as other asget may acquire from time-tome, expose us to credit risk. To mitigate thedireisks
associated with these assets, we may acquire reaier pieces of the capital structure, purchaseatisets at discounted prices or hedge
credit sensitive derivative instruments. Nevertbg|lef credit losses on our investments, loangherloans underlying our investments ex
our expectations or our ability to adequately hegiga@inst these losses, it may have an adverse effeaur performance and our earnings.

As it relates to loans sold previously under certaan sale agreements by our discontinued mortggging business, we may
required to repurchase some of those loans or inierthe loan purchaser for damages caused by acbref the loan sale agreement. In
past, we have complied with the repurchase dembagd®purchasing the loan with cash and resellingt it loss, thus reducing our ¢
position. More recently, we have addressed thepeests by negotiating a net cash settlement bas¢ldeoactual or assumed loss on the
in lieu of repurchasing the loans. As of Decembkr 210, the amount of repurchase requests outatanehs approximately $2.0 millic
against which we had a reserve of approximately $filion. We cannot assure you that we will be cassful in settling the remaini
repurchase demands on favorable terms, or af alle lare unable to continue to resolve our curreptirchase demands through negotiate
cash settlements, our liquidity could be adverséigcted.

For more information regarding the factors andgigiat affect our operations and performance, Bem“1A. Risk Factorsabove an
“Item 7A. Quantitative and Qualitative Disclosudsout Market Risk” below.
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Current Market Conditions and Commentar y

Government Actions.In recent years, the residential housing, morgagedit and financial markets in the United Staav
experienced a variety of difficulties and changedrmmic conditions, including increased rates ahlalefaults, significant credit losses
decreased liquidity. Currently, the U.S. econompesgrs to be in a weak recovery with little or nodat inflationary pressures. In respons
these conditions, the U.S. Government, FederaliRest.S. Treasury, Federal Deposit Insurance Gatmm (FDIC) and other governmer
and regulatory bodies have taken significant astitmstabilize or improve market and economic cidois. These actions include, am
other things, the conservatorship of, and othegianms involving, Fannie Mae and Freddie Mac, theeigancy Economic Stabilization Act
2008 (EESA), the Troubled-Asset Relief Program (PARthe Capital Purchase Program (CPP), the Tersetsmcked Securities Loi
Facility (TALF), the American Recovery and Reinvastht Act of 2009 (ARRA), the Homeowner Affordahjiliand Stability Plan (HASP), t
Homeowner Affordable Modification Program (HAMP) cathe Hope for Homeowners program. While the imgactm many of thes
programs has not been as extensive as initialigipated, a number of these programs have impatddnay in the future continue to img
our portfolio and our results of operations.

In July 2010, the Dod&rank Wall Street Reform and Consumer Protectiohwias passed by the U.S. Congress. This legis|aiio
to restore responsibility and accountability to flmancial system. It is unclear how this legisdatimay impact the borrowing environmi
investing environment for RMBS and other targeteskss, interest rate swaps and other derivativesuah of the legislatios’implementatio
has not yet been defined by regulators.

In November 2010, the U.S. Federal Reserve annduaggogram to purchase an additional $600 bikiblongerterm U.S. Treasu
securities by the end of the second quarter of 28Xhce of about $75 billion per month. One ofdfiects of this program may be to incre
the price of Agency RMBS, which may also decreagenet interest margin. Once the program is terteth# may cause a decrease in der
for these securities, which likely would reduceitimearket price.

Developments Related to Fannie Mae and Freddie MBayments on the Agency RMBS in which we investguaranteed by Fan
Mae and Freddie Mac. As broadly publicized, Famvige and Freddie Mac have experienced significasgds in recent years, causing the
Government to place Fannie Mae and Freddie Macruederal conservatorship. In February 2011, th®. Department of the Treasury al
with the U.S. Department Housing and Urban Develapnreleased a much-awaited report titled “ RefognAmericads Housing Financ
Market”, which outlines recommendations for reforming th&.Lhousing system, specifically the roles of Favizée and Freddie Mac a
transforming the governmestinvolvement in the housing market. It is uncleaw future legislation may impact the housing ficemarke
and the investing environment for mortgage-relaecurities and more specifically, Agency RMBS and-Agency RMBS, as the method
reform is undecided and has not yet been definettidyegulators. The scope and nature of the actiwat the U.S. Government will ultimat
undertake with respect to the future of Fannie e Freddie Mac are unknown and will continue tole. New regulations and progra
related to Fannie Mae and Freddie Mac may adveedédyt the pricing, supply, liquidity and value RMBS and otherwise materially ha
our business and operations. A brief summary gbgeother material developments involving Farige and Freddie Mac is set forth below:

« The Federal Reserve’'s Agency RMBS purchase progvamch provided for purchases of up to $1.25 tiiliof Agency
RMBS, was completed on March 31, 2010. While tregk®et expectation was that the termination of thischase program
would cause a decrease in demand for Agency RMBISiarturn, reduced market prices for Agency RMB&, continue to
see strong demand and pricing for these securltiethe event the U.S. Government decides to ggliificant portions of its
portfolio, then we may see meaningful price dedimeAgency RMBS.

« During the first quarter of 2010, Fannie Mae anddgie Mac announced that they would execute whielespurchases of
loans which they considered seriously delinquemnfexisting mortgage pools. Freddie Mac implemeitgedurchase program
in February 2010 with actual purchases beginningMarch 2010. Fannie Mae began their process in M&@10 and
announced it would implement the initial purchasesr a period of four months, beginning in April120 Further, both
agencies announced that on an ongoing basis theydwpurchase loans from the pools of mortgage laargerlying their
mortgage pass-through certificates that becameda®6 delinquent. The impact of these programs thus reflected in the
constant prepayment rate, or CPR, of our portfdlteese actions increased prepayments which dedreaseéncome and book
value in 2010. See—= Balance Sheet Analysis-Prepayment Experience” below for further informatio

« During 2010, there were indications that Fannie Mad Freddie Mac, as well as certain bond insuaers large private
investors, intended to pursue more aggressivelyha future, repurchase demands for breaches okseptation and
warranties involved in the sale of loans now inaddéf We could experience an increase in repurctepgests in the future if
such large-scale repurchase demands become prevalen
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Mortgage and Other Asset Valueghroughout 2010, we continued to observe strommahd and high prices for Agency RM
Market demand for noAgency RMBS has steadily increased since early 2069 throughout 2010, with some recent flattenimgerms o
pricing. We believe the steadily increasing prieee due to increased demand and the reduced maekes for Agency RMBS. We al
expect market values for certain of our other tEgessets, such as CMBS, CLOs, and residentiat@manercial whole loans to improve
the economic outlook in the U.S. and abroad impsove

Credit Quality.U.S. residential mortgage delinquency rates hamdimeed to remain at high levels for various typésortgage loar
during the 2010 fourth quarter. Recent months tsen some stabilization or improvement of certagasares of credit quality, although
stabilization and/or improvement may ultimately ywao be temporary. While RMBS backed by subprintetgages and option ARMSs
experiencing the highest delinquency and loss rat@sportfolio of prime ARM loans held in secuzdtion trusts continue to experience |
delinquency rates.

Homeowner assistance programs such as HAMP, asawdliture legislative or regulatory actions, méec the value of, and tl
returns on, our RMBS portfolio.To the extent that these programs are succesduearer borrowers default on their mortgage oblgat, the
actual default rates realized on our non-Agency FMBay be less than the default assumptions made bythe purchase of such nagency
RMBS, which, in turn, could cause the realizeddgéebn our norAgency RMBS portfolio to be higher than previouskpected. Converse
any forced reductions in principal that emanatenfreuch programs could cause a reduction in the ehadue of RMBS, particularly non-
Agency RMBS.

Financing Markets and Liquidi. The liquidity facilities created by the FedeR#serve during 2007 and 2008 and its lowering €
Federal Funds Target Rate to 0 — 0.25% have lowauedinancing costs (which most closely correlatéth the 30elay LIBOR) and stabilize
the availability of repurchase agreement finandimgAgency RMBS. The 3@ay LIBOR, which was 0.26% as of December 31, 201
remained relatively unchanged since December 309.20he Federal Reserve has continued to reaffsmlan to hold the Fed Funds k
near zero percent. While we expect interest ratatse over the longer term, we believe that egerates, and thus our financing costs
likely to remain at these historically low levelstil such time as the economic data begin to confirsustainable improvement in the owvt
economy.

Over the past year, many investment banks havenegunaking term financing available for nAgency RMBS. The return
financing availability and the stabilization of bowing costs have somewhat improved liquidity ia tharket for these securities, although :
financing is currently available only in limited ammts and with respect to only certain types os¢hsecurities, so such improved liquidit
likely to be limited in the near term.

In addition to an improved financing environment fggency RMBS, the collateral requirements of aepurchase agreement lenc
also improved throughout 2009 and 2010, with therage “haircutrelated to our repurchase agreement financing maglito approximate
6% at December 31, 2010. As of December 31, 2@d®,Company had available cash of $19.4 millionnteet short term liquidi
requirements.

Prepayment ratesAs a result of various government initiatives liméing HASP, HAMP and the reduction in intermediatel longer-
term treasury yields, rates on conforming mortgageginue to be historically low. While these tlsrhave historically resulted in higher r:
of refinancing and thus higher prepayment speedsiave observed little impact from refinancing lbe €PR for our portfolio. However, ¢
as discussed above, the CPR on our RMBS portfoéie megatively impacted during the year ended Deeer@b, 2010, and in particul
during the three months ended June 30, 2010, hyrekpse programs implemented by Freddie Mac andi€dhae as discussed abov&et
“— Balance Sheet AnalysisPrepayment Experience” below.
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Note Regarding Discontinued Operation

In connection with the sale of our wholesale andirenortgage lending platform assets in 2007, \@ssified our mortgage lendi
business as a discontinued operation. As a reselthave reported revenues and expenses relatte tmortgage lending business ¢
discontinued operation and the related assetsialpitities as assets and liabilities related tasza@htinued operation for all periods presente
the accompanying consolidated financial statemeestain assets, such as the deferred tax asseteatain liabilities, such as subording
debt and liabilities related to leased facilitiest @ssigned, are part of our ongoing operations ammbrdingly, have not been classifie
a discontinued operation. As of December 31, 204€odtinued operations consist of $4.0 million gsets, including $3.8 million in loans h
for sale, and $0.6 million in liabilities, down fro$4.2 million in assets and $1.8 million in liatids at December 31, 2009, and are includ
receivables and other assets and accrued expergeshar liabilities in the consolidated balanceeth included in this Annual Report.

Prior to March 31, 2007, we originated a wide ran§eesidential mortgage loan products includingngy;, alternativeA, and to .
lesser extent suprime loans, home equity lines of credit, secondtgames, and bridge loans. Our sale of the morttggding platform asse
on March 31, 2007 marked our exit from the mortgageling business.

The discontinued operations had net income of $ilion and $0.8 million for the years ended DecemB1, 2010 and 20(
respectively. The Company continues to wind domndiscontinued operations and anticipates to bstantially complete by the end of 20
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Financial Condition

As of December 31, 2010, we had approximately $87dillion of total assets, as compared to approséiygab488.8 million ¢
total assets as of December 31, 2009. The dediintetal assets is primarily a function of the réfiosing of our investment portfolio aw
from a heavily weighted leveraged Agency RMBS miidfto a more diversified portfolio with reducesl/erage.

Balance Sheet Analysis

Investment Securities - Available for Sale At December 31, 2010 our securities portfolio sists of Agency RMBS, non-
Agency RMBS and CLOgsAt December 31, 2010, we had no investment seesriti a single issuer or entity, other than FaiMee, that ha
an aggregate book value in excess of 10% of oal &ssets. The following tables set forth the badarof our investment securities available
sale as of December 31, 2010 and December 31, 2009:

Balances of Our Investment Securities (dollar amous in thousands):

Par Carrying % of
December 31, 2010 Value Value Portfolio
Agency RMBS $ 45,04: $ 47,52¢ 55.2%
Non-Agency RMBS 11,10¢ 8,98¢ 10.&%
Collateralized Loan Obligation 45,95( 29,52¢ 34.2%
Total $ 102,09¢ $ 86,04( 100.(%
Par Carrying % of
December 31, 2009 Value Value Portfolio
Agency RMBS $ 110,32: $ 116,22¢ 65.8%
Non-Agency RMBS 56,98¢ 42 ,86¢ 24.2%
Collateralized Loan Obligation 45,95( 17,59¢ 10.(%
Total $ 213,25¢ $ 176,69: 100.(%
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The following table sets forth the stated resetgolsrof our investment securities available foesatl December 31, 2010 and

December 31, 2009 (dollar amounts in thousands):

More than More than
Less than 6 Months 24 Months
6 Months To 24 Months To 60 Months Total
Carrying Carrying Carrying Carrying
December 31, 2010 Value Value Value Value
Agency RMBS 25,81t $ 531: $ 16,40( 47,52¢
Non-Agency RMBS 8,98¢ — — 8,98t
Collateralized Loan Obligation 29,52¢ — — 29,52¢
Total 64,327 $ 531: $ 16,40( 86,04(
More than More than
Less than 6 Months 24 Months
6 Months To 24 Months To 60 Months Total
Carrying Carrying Carrying Carrying
December 31, 2009 Value Value Value Value
Agency RMBS — 3 42,89: $ 73,33 116,22t
Non-Agency RMBS 22,06t 4,86¢ 15,93¢ 42,86¢
Collateralized Loan Obligation 17,59¢ — — 17,59¢
Total 39,66¢ $ 47,75¢ % 89,26¢ 176,69:
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Performance Characteristics of Non-Agency RMBS

The following table details performance charactexssof our non-Agency RMBS portfolio as of DecemB&, 2010 and 2009 (dollar
amounts in thousands):

December 31, 2010

Acquired prior

to
2009

Current par value $ 11,104
Collateral type

Fixed rate $ 10,49t

ARMs $ 609
Weighted average purchase price 90.7(%
Weighted average credit support 3.32%
Weighted average 60+ delinquencies (including 882Q and foreclosure) 6.64%
Weighted average 3 month CPR 23.3%%
Weighted average 3 month voluntary prepayment rate 21.32%

(1) All non-Agency RMBS acquired after 2008 wapld during the year ended December 31, 2010.

December 31, 2009

Acquired prior

Acquired after to
2008 2009

Current par value $ 38,682 $ 18,30z
Collateral type

Fixed rate $ 3,73t $ 17,69z

ARMs $ 34,942  $ 609
Weighted average purchase price 60.51% 92.05%
Weighted average credit support 8.76% 4.06%
Weighted average 60+ delinquencies (including 882Q and foreclosure) 20.61% 3.66%
Weighted average 3 month CPR 16.24% 17.4€%
Weighted average 3 month voluntary prepayment rate 9.78% 15.84%

Detailed Composition of Loans Securitizing Our CLOs

The following tables summarize the loans secuntjizbur CLOs grouped by range of outstanding balamckindustry as of Deceml
31, 2010 and 2009, respectively (dollar amounthdusands).

As of December 31, 201 As of December 31, 2009
Range of Total
Outstanding Balance  Number of Loans Maturity Date Total Principal Number of Loans Maturity Date Principal

11/2014- 03/2014

$0 - $60C 11 11/201° $ 5,40¢ 7 03/201° $ 3,471
5/2013- 12/2011

$500 - £,00¢ 72 12/201° 95,70« 18 12/201! 24,72

8/2012-

$2,000 - $,00( 88 11/201° 276,26! 55 5/2011 -2/201¢ 198,89!
11/2011- 11/2010

$5,000 - $0,00( 11 3/201¢ 77,36¢ 28 10/201: 202,08(
12/2009

+$10,00( — — — 3 10/201: 32,29

Total 182 $ 454,73¢ 111 $ 461,46(
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December 31, 2010

% of
Outstanding Outstanding

Industry Number of Loans Balance Balance
Healthcare, Education & Childcare 19 $ 52,53: 11.55%
Retail Store 1C 29,38¢ 6.46%
Electronics 10 29,14¢ 6.41%
Telecommunications 13 26,41( 5.81%
Leisure , Amusement, Motion Pictures & Entertainimen 10 22,31¢ 4.91%
Personal, Food & Misc Services 1C 21,17¢ 4.66%
Chemicals, Plastics and Rubber 9 20,96: 4.61%
Beverage, Food & Tobacco 9 18,66¢ 4.10%
Utilities 5 17,03¢ 3.75%
Aerospace & Defense 7 16,46¢ 3.62%
Insurance 3 16,24¢ 3.57%
Hotels, Motels, Inns and Gaming 5 15,38¢ 3.38%
Farming & Agriculture 5 14,98: 3.29%
Cargo Transport 3 14,37: 3.16%
Diversified/Conglomerate Mfg 6 13,91« 3.06%
Personal &Non-Durable Consumer Products 5 13,77« 3.03%
Printing & Publishing 4 11,94« 2.63%
Diversified/Conglomerate Service 5 10,84 2.38%
Broadcasting & Entertainment 4 10,037 2.21%
Ecological 4 8,76: 1.93%
Finance 3 7,80z 1.72%
Containers, Packaging and Glass 4 7,63¢ 1.68%
Machinery (Non-Agriculture, Non-Construction & Ndtlectronic) 4 7,48 1.65%
Personal Transportation 3 7,30¢ 1.61%
Buildings and Real Estate 3 6,97( 1.53%
Banking 2 6,75( 1.48%
Automobile 5 6,54+ 1.44%
Mining, Steel, Iron and Non-Precious Metals 3 5,46¢ 1.20%
Textiles & Leather 3 4,35¢ 0.96%
Oil & Gas 2 3,99¢ 0.88%
Grocery 3 3,80¢ 0.84%
Diversified Natural Resources, Precious Metals Mirterals 1 2,251 0.49%

182 $ 454,73¢ 100.00%
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December 31, 2009

Industry

Healthcare, Education & Childcare
Diversified/Conglomerate Service

Personal, Food & Misc. Services

Electronics

Printing & Publishing

Telecommunications

Insurance / Finance

Utilities / Oil & Gas

Personal & Non-Durable Consumer Products
Retail Store

Aerospace & Defense

Cargo Transport / Personal Transportation
Chemicals, Plastics and Rubber

Hotels, Motels, Inns and Gaming
Broadcasting & Entertainment

Beverage, Food & Tobacco

Leisure, Amusement, Motion Pictures & Entertainment
Other

% of
Number of Outstanding Outstanding
Loans Balance Balance
14 % 57,19( 12.4%
6 42,34¢ 9.2%
6 38,63¢ 8.4%
7 26,53: 5.7%
4 23,99( 5.2%
6 23,09¢ 5.0%
5 22,91¢ 5.0%
6 21,782 4.7%
6 21,29¢ 4.6%
6 21,211 4.6%
6 20,462 4.4%
3 19,49¢ 4.2%
6 18,53z 4.0%
4 18,18: 3.9%
3 16,49¢ 3.6%
6 15,88( 3.4%
4 11,14¢ 2.4%
13 42,26( 9.3%
Total 110 $ 461,46( 100.0%
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Prepayment ExperienceThe constant prepayment rate (“CPR?) our overall portfolio averaged approximately 18&6ing 201!
and 2009. CPRs on our purchased portfolio of itmest securities averaged approximately 25% whike €PRs on loans held in
securitization trusts averaged approximately 16%ndu2010, as compared to 18% and 19%, respectigelsing 2009. When prepaym
expectations over the remaining life of assetsease, we have to amortize premiums over a shamergeriod resulting in a reduced vyielc
maturity on our investment assets. Conversely réjpppyment expectations decrease, the premium wmsildmortized over a longer per
resulting in a higher yield to maturity. We monitour prepayment experience on a monthly basis didtathe amortization rate to refl
current market conditions.

Mortgage Loans Held in Securitization Trustsincluded in our portfolio are ARM loans that weginated or purchased in b
from third parties that met our investment criteaial portfolio requirements and that we subsequeetturitized. The Company has compl
four securitizations; three were classified asrftiags and one, New York Mortgage Trust 2006ualified as a sale, which resulted in
recording of residual assets and mortgage serviégigs. The Company sold all the residual assetted to the 2006-securitization durir
the third quarter ended September 30, 2009, inayairealized loss of approximately $32,000.

At December 31, 2010, mortgage loans held in sézation trusts totaled approximately $228.2 milli@r 61.0% of our total asse
The Company has a net equity investment of apprateiy $8.9 million in the three securitization tsiat December 31, 2010. Of the mortc
loans held in securitized trusts, 100% are trad@icARMs or hybrid ARMs, 80.9% of which are ARM lmathat are interest only. On
hybrid ARMs, interest rate reset periods are predataly five years or less and the interesty period is typically 10 years, which mitige
the “payment shock” at the time of interest rateeteNone of the mortgage loans held in securitimatrusts are payment optidkRMs ol
ARMs with negative amortization.

The following table details mortgage loans heldégcuritization trusts at December 31, 2010 and Dbee 31, 2009 (dollar amoul
in thousands):

# of Loans Par Value Coupon Carrying Value
December 31, 2010 559 $ 229,32 3.16% $ 228,18!
December 31, 2009 647 $ 277,000 51% $ 276,17¢
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Characteristics of Our Mortgage Loans Held in Sétizetion:

The following table sets forth the composition af tbans held in securitization trusts as of Deceng@i, 2010 (dollar amounts in

thousands):

General Loan Characteristics:

Original Loan Balance (dollar amounts in thousands)
Current Coupon Rate

Gross Margin

Lifetime Cap

Original Term (Months)

Remaining Term (Months)

Average Months to Reset

Original Average FICO Score

Original Average LTV

Index Type/Gross Margin:

One Month LIBOR

Six Month LIBOR

One Year LIBOR

One Year Constant Maturity Treasury

Total

Average High Low

$ 443 3 295 $ 48
3.16% 7.25% 1.3¢%
2.36% 4.1% 1.15%
11.2¢% 13.25% 9.13%

36C 36C 36C

292 30C 25¢

4 11 1

72¢ 81¢ 59z
70.48% 95.0(% 13.9/%

% of Weighted

Outstanding
Loan Balance

Average Gross
Margin (%)

2.6%
72.£%
16.€%

7.9%

100.(%

1.6%
2.4(%
2.2%
2.65%

2.3¢%

The following table sets forth the composition af tans held in securitization trusts as of Deceindi, 2009 (dollar amounts in

thousands):

General Loan Characteristics:

Original Loan Balance (dollar amounts in thousands)
Current Coupon Rate

Gross Margin

Lifetime Cap

Original Term (Months)

Remaining Term (Months)

Average Months to Reset

Original Average FICO Score

Original Average LTV

Index Type/Gross Margin:

One Month LIBOR

Six Month LIBOR

One Year LIBOR

One Year Constant Maturity Treasury

Total

Average High Low

$ 45¢  $ 295( % 48
5.1 7.25% 1.36%
2.31% 5.0(% 1.15%
11.2¢0% 13.25% 9.17%

36( 36( 36C

304 312 271

6 12 1

732 82( 59:

70.2 95.C 13.¢

% of Weighted

Outstanding
Loan Balance

Average Gross
Margin (%)

3.C%
71.€%
16.€%

8.6%

100.(%
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The following table details loan summary informatfor loans held in securitization trusts at Decenil, 2010 (dollar amounts in
thousands):

Principal
Amount of
Loans
Subject to
Periodic Delinquent
Description Interest Rate Final Maturity Payment Original  Current  Principal
Amount  Amount

Property Loan Term Prior of of or
Type Balance Count Max Min Avg  Min Max  (months) Liens Principal Principal Interest
Single <= $100 12 3.8¢ 2.6 3.21 12/01/3: 11/01/3¢ 36C NA $ 1,50¢ $ 914 $ =
FAMILY <= $250 7C 6.28 2.6c 3.4C 09/01/3: 12/01/3¢ 36C NA 14,58( 12,61¢ 417
<= $500 10 6.5C 2.6c 3.2¢ 10/01/3: 01/01/3¢ 36C NA 39,29¢ 35,98! 7,60¢
<=$1,000 3¢ 578 1.5C 3.01 08/01/3: 12/01/3¢ 36C NA 31,12¢ 29,23¢ 3,411
>$1,000 21 3.28 27t 297 01/01/3! 11/01/3¢ 36C NA 37,357 36,857 10,16:
Summary 24t 6.5C 1.5C 3.2z 09/01/3: 01/01/3t¢ 36C NA $123,87. $115,60: $ 21,59¢
2-4 <= $100 1 3.8¢ 3.8¢ 3.8¢ 02/01/3 02/01/3¢ 36C NA $ 8C $ 73 $ 75
FAMILY <= $250 7 40C 278 3.28 12/01/3: 07/01/3t 36C NA 1,41 1,221 191
<= $500 15 728 21% 3.5% 09/01/3: 01/01/3¢ 36C NA 5,55¢ 5,25¢ 254
<=$1,000 - - - - 01/01/0( 01/01/0( 36C NA - - -
>$1,000 - - - - 01/01/0( 01/01/0( 36C NA - - -
Summary 23 7.28 21 3.4¢ 09/01/3: 01/01/3t¢ 36C NA $ 7,04¢$ 6,557 $ 52C
Condo <= $100 15 3.5C 2.7¢8 3.0¢ 01/01/3 12/01/3¢ 36C NA $ 1917 $ 93¢ % 55
<= $250 74 6.3¢ 278 3.3t 02/01/3: 01/01/3¢ 36C NA 14,51: 13,03¢ 444
<= $500 64 6.28 1.5C 3.2C 09/01/3: 12/01/3¢ 36C NA 21,957 20,84 272
<=$1,000 21 40C 1.6 2.9€¢ 08/01/3: 10/01/3¢ 36C NA 15,48¢ 14,55¢ -
> $1,000 10 3.28 278 2.9€¢ 01/01/3 09/01/3¢ 36C NA 14,91« 14,65« -
Summary 184 6.3¢ 1.5C 3.21 09/01/3. 01/01/3¢ 36C NA $ 68,78 $ 64,03( $ 771
CO-OP <= $100 4 3.0 26F 284 10/01/3: 08/01/3t 36C NA $ 443 $ 331 $ =
<= $250 19 6.1t 2.2t 3.1€ 10/01/3¢ 12/01/3¢ 36C NA 4,13t 3,39¢ 212
<= $500 26 6.3t 1.3t 3.1¢ 08/01/3: 12/01/3¢ 36C NA 10,72« 9,53: -
<=$1,000 12 328 278 291 12/01/3: 10/01/3¢ 36C NA 9,08¢ 8,89¢ -
> $1,000 4 6.0C 22t 3.4 11/01/3: 12/01/3¢ 36C NA 5,65¢ 5,33¢ -
Summary 65 6.3¢ 1.3t 3.1€ 08/01/3: 12/01/3! 36C NA $ 30,05( $ 27,49¢ $ 212
PUD <= $100 1 3.0 3.0 3.0 07/01/3 07/01/3¢ 36C NA $ 10C $ 92 $ >
<= $250 16 6.5C 2.6 3.6€ 01/01/3! 12/01/3¢ 36C NA 3,26( 3,092 118
<= $500 14 6.1¢ 2.6 3.37 08/01/3: 12/01/3¢ 36C NA 4,96¢ 4,671 77C
<=$1,000 4 35C 278 3.1¢ 05/01/3¢ 07/01/3¢ 36C NA 2,832 2,65( -
> $1,000 4 6.1z 2.7t 3.6€ 04/01/3: 12/01/3¢ 36C NA 5,23t 5,134 1,08¢
Summary 3¢ 6.5 2.6¢ 3.4¢ 08/01/3: 12/01/3¢ 36C NA $ 16,39: $ 15,63¢ $  1,96¢
Summary <= $100 33 3.8¢ 26 3.1C 10/01/3: 12/01/3¢ 36C NA $ 4,04: $ 2,34¢ $ 13C
<= $250 18¢ 6.5C 2.28 3.3t 09/01/3. 01/01/3¢ 36C NA 37,90z 33,36: 1,37
<= $500 22z 7.28 1.3t 3.2t 08/01/3: 01/01/3¢ 36C NA 82,50 76,28¢ 8,902
<=$1,000 7€ 578 1.5C 2.9¢ 08/01/3: 12/01/3¢ 36C NA 58,53¢ 55,34( 3,411
> $1,000 3¢ 6.1: 228 3.0¢ 04/01/3: 12/01/3¢ 36C NA 63,16 61,98¢ 11,247
Grand Total 55€¢ 7.28 1.3t 3.1€ 08/01/3: 01/01/3¢ 36C NA $246,14¢ $229,320 $ 25,067
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The following table details activity for loans hetdsecuritization trusts (net) for the year en®etember 31, 2010 (dollar amounts in
thousands).

Allowance for Net Carrying
Principal Premium Loan Losses Value
Balance, December 31, 2009 $ 277,000 $ 1,75C $ (2,58) $ 276,17t
Additions — — — —
Principal repayments (45,72 — — (45,729
Provision for loan loss — — (1,560 (1,560
Transfer to real estate owned (1,967) — 564 (1,399
Charge-Offs — — 98¢ 98¢
Amortization for premium — (299) — (299)
Balance, December 31, 2010 $ 229,320 $ 1,451 $ (2,589 $ 228,18!

Delinquency Status of Our Mortgage Loans Held in Smuritization Trusts

As of December 31, 2010, we had 46 delinquent ltdatasing approximately $25.1 million categorizexiMortgage Loans Held in
Securitization Trusts (net). Of the $25.1 milliendelinquent loans, $17.8 million, or 71% are cotlseunder some form of modified payment
plan. As these borrowers are not current, theyicoatto be reported as delinquent even thoughaheworking towards a credit resolution.
The table below shows delinquencies in our porfofiloans held in securitization trusts as of Deler 31, 2010 (dollar amounts in
thousands):

Total % of
Days Late Number of Delinquent Loans Dollar Amount Loan Portfolio
30-60 7 $ 2,51t 1.09%
61-90 4 $ 4,36: 1.8%%
90+ 35 $ 18,19! 7.9(%
Real Estate Owned (REO) 3 $ 894 0.3%%

As of December 31, 2009, we had 41 delinquent ldataing approximately $19.9 million categorizesi Mortgage Loans Held
Securitization Trusts. Of the $19.9 million in dejuent loans, $8.2 million, or 41% are currentlglensome form of modified payment pl
As these borrowers are not current, they contiloubet reported as delinquent even though they ar&imgptowards a credit resolution. 1
table below shows delinquencies in our loan pddfas of December 31, 2009 (dollar amounts in thods):

Total % of
Days Late Number of Delinquent Loans Dollar Amount Loan Portfolio
30-60 5 $ 2,81¢ 1.01%
61-90 4 $ 1,15( 0.41%
90+ 32 $ 15,91¢ 5.72%
Real Estate Owned (REO) 2 $ 73S 0.27%

Interest is recognized as revenue when earneddingadio the terms of the mortgage loans and wirethe opinion of manageme
it is collectible. The accrual of interest on loaagliscontinued when, in managementpinion, the interest is not collectible in therma
course of business, but in no case beyond when gratyom a loan becomes 90 days delinquent. Inteadisicted on loans for which accrual
been discontinued is recognized as income upoliptece
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Equity Investment in Limited Partnershiplhe following table details loan summary informatieeld in the limited partnership
accounted for under the equity method (dollar an®imthousands).

December 31

Loan Summary 2010
Number of Loan: 15¢
Aggregate Current Loan Balance $ 26,95:
Average Current Loan Balance $ 17C
Weighted Average Original Term (Months) 377
Weighted Average Remaining Term (Months) 32¢
Weighted Average Gross Coupon (%) 6.8(%
Weighted Average Original Loan-to-Value of Loan (%) 86.6(%
Weighted Average Loan-to-Value at Funding Date BasePurchase Price (%) 85.2%
Average Cost-to-Principal of Asset at Funding (%) 66.9%
Fixed Rate Mortgages (%) 69.6:%
Adjustable Rate Mortgages (%) 30.31%
First Lien Mortgages (%) 100.0(%

Cash and Cash Equivalent®/e had unrestricted cash and cash equivalents®f $iillion at December 31, 2010.

Receivables and other assets totaled $8.9 millioaf&ecember 31, 2010, and consist primarily aD$4illion of assets related
discontinued operations, $1.4 million of restrictash, $1.1 million related to escrow advances $dlllion of real estate owned (“REOIM)
securitization trusts, $0.6 million of capitalizati expenses related to equity and bond issuan¢e$b6 million of accrued interest receiva
$0.4 million of prepaid expenses and $0.1 millidndeferred tax asset. The restricted cash of $lildlomincludes $1.2 million held k
counterparties as collateral for hedging instrumemd $0.2 million as collateral for a letter oédit related to the lease of the Company’
corporate headquarters.

Financing Arrangements, Portfolio InvestmentsDuring the year ended December 31, 2010, we coadiria employ a balanc
and diverse funding mix to finance our assets. ABD@cember 31, 2010, our Agency RMBS portfolio viasded with approximately $3t
million of repurchase agreement borrowings, whigbresents approximately 11.7% of our total lialeit Our repurchase agreements typi
provide for terms of 30 days. As of December 311R0he current weighted average borrowing ratehese financing facilities was 0.3¢
For the year ended December 31, 2010, the enditand® yearly average and maximum balance at amythmemd for our repurcha
agreement borrowings were $35.6 million, $58.9iomlland $83.8 million, respectively.

Collateralized Debt Obligations As of December 31, 2010, we had $220.0 milliorcollateralized debt obligations, or CD'
outstanding with a weighted average interest rae65%.

Subordinated DebenturesAs of December 31, 2010, our wholly owned subsidiblC, had trust preferred securities outstandii
$45.0 million with a weighted average interest i@td.13%. The securities are fully guaranteed $with respect to distributions and amo!
payable upon liquidation, redemption or repaym@iitese securities are classified as subordinatedntet®s in the liability section of ¢
consolidated balance sheet included in this AnRegdort.

$25.0 million of our subordinated debentures havBoating interest rate equal to threenth LIBOR plus 3.75%, resetti
quarterly, 4.05% at December 31, 2010. These gaurhature on March 15, 2035 and may be callggthaby us any time after March
2010. HC entered into an interest rate cap agreetondimit the maximum interest rate cost of thésest preferred securities to 7.5% thro
March 15, 2010, at which point the interest rate espired.

$20.0 million of our subordinated debentures hdtked interest rate equal to 8.35% up to and inicigdluly 30, 2010, at whit

point the interest rate converted to a floating retjual to oneaonth LIBOR plus 3.95% until maturity, 4.24% at Bewer 31, 2010. TI
securities mature on October 30, 2035 and may lbedcat par by us any time after October 30, 2010.
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Convertible Preferred Debentures As of December 31, 2010, the 1.0 million shareowf Series A Preferred Stock issue
January 2008 matured, at which time we redeemeodutdtanding shares at the $20.00 per share lijoidareference plus the fourth qua
accrued dividends. We funded this redemption froatkimg capital. The Company recorded the divideadnderest expense because of
mandatory redemption feature.

We issued these shares of Series A Preferred &odlP Group Inc. and certain of its affiliates tor aggregate purchase pric
$20.0 million. The Series A Preferred Stock erdittbe holders to receive a minimum cumulative divid of 10% per year, subject to
increase to the extent any quarterly common stodkehds exceeded $0.20 per share.

Derivative Assets and LiabilitiesWe generally hedge the risk related to changekarbenchmark interest rate used in the var
rate index, usually LIBOR.

In order to reduce this risk, we enter into interase swap agreements whereby we receive floatiteypayments in exchange
fixed rate payments, effectively converting our rslierm repurchase agreement borrowing or CDOsfixea rate. We also enter into intel
rate cap agreements whereby, in exchange for avieare reimbursed for interest paid in excessaufrdractually specified capped rate.

Derivative financial instruments contain credikrie the extent that the institutional countergertinay be unable to meet the te
of the agreements. We minimize this risk by lingtiour counterparties to major financial institusonith good credit ratings. In addition,
regularly monitor the potential risk of loss withyaone party resulting from this type of credikrié.ccordingly, we do not expect any mate
losses as a result of default by other partieschnhot guaranty we do not have counterparty feslur

We enter into derivative transactions solely fekrmanagement purposes. The decision of whetheotoa given transaction, o
portion thereof, is hedged is made on a casedsg basis, based on the risks involved and oftutors as determined by senior manager
including the financial impact on income and asgdtiation and the restrictions imposed on REIT lwgigctivities by the Internal Rever
Code, among others. In determining whether to hedgsek, we may consider whether other assetdlitiab, firm commitments and anticipat
transactions already offset or reduce the risk. tidhsactions undertaken as a hedge are enterdvitit a view towards minimizing tl
potential for economic losses that could be inalbg us. Generally, all derivatives entered inte iatended to qualify as cash flow hedges
this end, terms of the hedges are matched closehetterms of hedged items.

The following table summarizes the estimated falug of derivative assets and liabilities as of @&@sber 31, 2010 and Decem
31, 2009 (dollar amounts in thousands):

December 31, December 31,
2010 2009

Derivative assets:

Interest rate caps $ — $ 4
Total derivative assets $ — $ 4
Derivative liabilities:

Interest rate swaps $ 1,087 $ 2,511
Total derivative liabilities $ 1,087 $ 2,511

Balance Sheet Analysis - Stockholders’ Equity
Stockholders’equity at December 31, 2010 was $68.5 million amduded $17.7 million of net unrealized gains, $illion in

unrealized derivative losses related to cash fledges and $18.8 million in unrealized gains prilpamtlated to our CLOs presented
accumulated other comprehensive income.
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Statement of Operations Analysis
The following is a brief description of key ternierin our statements of operations:

Interest income and interest expens®ur primary source of income is net interest incameour portfolio of assets. Net intel
income is the difference between interest incontackvis the income that we earn on our assetsjrdacest expense, which is the expens
pay on our portfolio borrowings, subordinated defd convertible preferred debentures.

Other Income (expense)Other income (expense) includes loan losses fotsdasurred with respect to the disposition of non-
performing or early payment default loans we hasigimated or purchased from third parties or fravasles incurred on ngeerforming loan
held in securitization trusts. In addition, othecame (expense) includes net gains (losses) frensdle of investments securities or the ¢
termination of interest rate swaps and income foaminvestment in a limited partnership.

General, administrative and other expenseExpenses we incur in our business consist primafilgalary and employee bene
fees payable to HCS pursuant to the advisory ageagnprofessional fees, insurance and other gem@ladministrative expenses. O
general and administrative expenses include expdnseffice rent, supplies and equipment, compatet software expenses, telephone, t
and entertainment and other miscellaneous operakipgnses.

Income from discontinued operationlncome from discontinued operations includes allereies and expenses related to
discontinued mortgage lending business excludingetltosts that will be retained by us.

Results of Operations - Comparison of Years Ended &ember 31, 2010 and 2009

(dollar amounts in thousands) For the Years Ended December 31,
2010 2009 % Change

Net interest incom $ 10,28t $ 16,86( (39.0%
Other income $ 3332 % 901 269.%
Total expenses $ 7,95 $ 6,87 15.€%
Income for continuing operations $ 567C $ 10,88¢ (47.9%
Income from discontinued operations $ 1,13t $ 78¢€ 44.4%
Net income $ 6,80t $ 11,67( 41.7)%
Basic income per common share $ 0.7z $ 1.2t (42.9)%
Diluted income per common share $ 07z $ 1.1¢ (39.5%

For the year ended December 31, 2010, we repoetthcome of $6.8 million as compared to net incarh&11.7 million for th
year ended December 31, 2009, which represents@rfflion decrease. The decrease in net income duasprimarily to a $6.6 millic
decrease in net interest margin on our investmenmtfglio and loans held in securitization trusts,$4.1 million increase in genei
administrative and other expenses and a $0.2 miilicrease in impairment on investments resultimognf our investment in New Bridg
Holdings LLC, partially offset by a $2.1 million drease in realized gain on securities, a $0.5 anilincrease in income from an eq
investment in a limited partnership and a $0.4 ionillincrease in income from discontinued operatiofige provision for loan losses &
includes a $0.5 million provision related to ouvéstment in New Bridger. The decline in net interaargin for the year ended Decembet
2010 as compared to the year ended December 33,28 primarily due to a $241.1 million decreaseun average interest earning asse
approximately $370.8 million for the year ended &mwaber 31, 2010, which was partially offset by al2&is point increase in yield. 1
general, administrative and other expenses increb$&.1 million for the year ended December 311.®@s compared to December 31, -
was due primarily to a $1.6 million increase in mgement fees to HCS, $1.5 million of which resulfemin an increase in incenti
management fees, which was due, in part, to thelgathe Company in 2010 of certain ndgency RMBS that were deemed managed &
under the Prior Advisory Agreement and the perfarogeof other managed assets, and partially offset $0.3 million decrease in salaries
benefits and a $0.2 million decrease in other egpgn
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Comparative Net Interest Income

Our results of operations for our investment pdidfaluring a given period typically reflect the rieterest spread earned on
investment portfolio of Agency RMBS, ndigency RBMS, loans held in securitization trustsars held for investment and CLOs |
“Interest Earning Assets”)The net interest spread is impacted by factors sschur cost of financing, the interest rate owegstments a
earning and our interest rate hedging strategiegh&more, the amount of premium or discount maidourchased portfolio investments
the prepayment rates on portfolio investments iwifpact the net interest spread as such factorsb@idmortized over the expected term of
investments. The following tables set forth therges in net interest income, yields earned on migrést Earning Assets and rates on fina
arrangements for the years ended December 31,&12009 (dollar amounts in thousands, except &sijio

Interest Income:
Interest earning assets
Amortization of net
discount

Total

Interest Expense:

Investment securities ar
loans

Subordinated debenture

Convertible preferred
debentures

Interest expense
Net interest income

For the Years Ended December 31,

2010 2009
Average Yield/ Average Yield/
Balance (1) Amount Rate (2) Balance (1) Amount Rate (2)
($Millions) ($Millions)
$ 416.2 $ 16,567 3.98% 6432 $ 30,08t 4.68%
(45.9 3,33: 1.3%% (31.9) 1,01( 0.4(%
$ 370.¢ $ 19,89¢ 5.37% 611.¢ $ 31,09¢ 5.08%
$ 3027 % 4,86¢ 1.61% 537.C % 8,57 1.57%
45.C 2,47: 5.4% 45.C 3,18¢ 6.99%
20.C 2,27¢ 11.31% 20.C 2,47¢ 12.2(%
$ 367.7 $ 9,611 2.61% 602.C $ 14,23t 2.3%
$ 10,28¢ 2.76% $ 16,86( 2.7%%

(1) Our average balance of Interest Earning Assetal@ulated each period as the daily average balimmabe period of our Interest Earn
Assets, excluding unrealized gains and losses. aWarage balance of interest bearing liabilitiegatculated each period as the d
average balance for the period of our financin@ragements (portfolio investments), CDOs, subordimhatebentures and convert
preferred debentures.

(2) Our net yield on Interest Earning Assets is caledldy dividing our interest income from our Intgr&arning Assets for the period by
average Interest Earning Assets during the samiedeOur interest expense rate is calculated bidiig our interest expense from
interest bearing liabilities for the period by cawerage interest bearing liabilities. The interegpense includes interest incurrec

interest rate swaps.
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Comparative Net Interest Spread- Interest Earninggets

The following table sets forth, among other thirtgg, net interest spread for our portfolio of IerEarning Assets by quarter for
the eight most recently completed quarters, exolyittie costs of our subordinated debentures anedilvle preferred debentures.

Average Weighted

Interest Average

Earning Cash Yield Constant

Assets Weighted on Interest Prepayment

($ millions) Average Earning Cost of Funds  Net Interest Rate

Quarter Ended (1) Coupon (2) Assets (3) 4) Spread (5) (CPR) (6)
December 31, 2010 $ 318.( 3.24% 4.98% 1.45% 3.53% 13.8%
September 30, 2010 $ 343.t 3.76% 5.29% 1.66% 3.63% 21.1%
June 30, 2010 $ 393.¢ 4.22 % 5.28 % 1.58 % 3.70 % 20.5%
March 31, 2010 $ 425.] 4.50 % 5.85 % 1.60 % 4.25 % 18.6%
December 31, 2009 $ 476.¢ 4.75% 5.78% 1.45% 4.33% 18.1%
September 30, 2009 $ 571.( 4.98 % 5.60 % 1.47 % 4.13 % 22.5%
June 30, 2009 $ 600.t 4.99 % 5.09 % 1.48 % 3.61 % 214 %
March 31, 2009 $ 797.: 4.22 % 4.31 % 1.79 % 252 % 12.3%
December 31, 2008 $ 841. 4.77 % 4.65 % 3.34 % 1.31% 9.2 %

(1) Our average Interest Earning Assets is calculaaeth guarter as the daily average balance of oerdst Earning Assets for the qua
excluding unrealized gains and losses.

(2) The Weighted Average Coupon reflects the weightedtagye rate of interest paid on our Interest Eardissets for the quarter, net of f
paid. The percentages indicated in this columntheeinterest rates that will be effective throudle interest rate reset date, wt
applicable, and have not been adjusted to reffecptirchase price we paid for the face amounte§éturity.

(3) Our Weighted Average Cash Yield on Interest Earrksgets was calculated by dividing our annualiz&érest income from Intere
Earning Assets for the quarter by our average ésteearning Assets.

(4) Our Cost of Funds was calculated by dividing ounwslized interest expense from our Interest Eardiegets for the quarter by «
average financing arrangements, portfolio investsiand CDOs.

(5) Net Interest Spread is the difference between oeigtited Average Cash Yield on Interest Earning #ssard our Cost of Func

(6) Our Constant Prepayment Rate, or CPR, istthegption of principal of our pool of loans that ieepaid off during each quarter.
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Comparative Net Interest Spread- Core Interest Earning Assets, a Non GAAP Financislleasure

Net Interest SpreadCore Interest Earning Assets represents a®@AAP financial measure and is defined as GAAP Nétries
Spread plus unconsolidated investments in intezamting assets, such as our investment in limignthprship. Our investment ilimited
partnership represents our equity investment imédd partnership that owns a pool of residentiable mortgage loans and from which
receive distributions equal to principal and ing¢reayments and sales net of certain administrakeenses. Because the income we re
includes interest from the pool of mortgage loananagement considers the investment to be a furattequivalent to its Interest Earn
Assets under GAAP. In order to evaluate the effechlet Interest Income of ar investments, management uses Net Interest Spi€ack
Interest Earning Assets to reflect the net intespséad of our investments as adjusted to refleciatidition of unconsolidated investment
interest earning assets. Management believes thalnkérest SpreadCore Interest Earning Assets provides useful infdrom to investors i
the income stream from this unconsolidated investrigesimilar to the net interest spread for thgaomity of our assets. Net Interest Spread
Core Interest Earning Assets should not be corsitlarsubstitute for our GAAP based calculation ef Mterest Spread.

The following table reconciles our GAAP net intérsgread for our portfolio of Interest Earning Atsstor the three months enc
December 31, 2010, to our non-GAAP measure of Narést Spread— Core Interest Earning Assets. We acquired our walatatet
investment in a limited partnership during thedrand fourth quarters of 2010.

Average Weighted
Interest Average
Earning Cash Yield
Assets Weighted on Interest
($ millions) Average Earning Cost of Net Interest
Quarter Ended December 31, 2010 (1) Coupon (2) Assets (3) Funds (4) Spread (5)
Net Interest Spree—

Interest Earning Assets $ 318.( 3.24% 4.9&% 1.45% 3.5%%
Investment in Limited Partnership $ 11.1 7.06% 12.19% —% 12.19%
Net Interest Spree—

Core Interest Earning Assets $ 329.1 3.41% 5.22% 1.45% 3.71%

(1) Our average Interest Earning Assets is calculadeti quarter as the daily average balance of oardst Earning Assets for the qual
excluding unrealized gains and losses.

(2) The Weighted Average Coupon reflects the weightexieage rate of interest paid on our Interest EgrAissets for the quarter, net of f
paid. The percentages indicated in this columntheeinterest rates that will be effective througle interest rate reset date, wt
applicable, and have not been adjusted to reffecptirchase price we paid for the face amounteos#turity.

(3) Our Weighted Average Cash Yield on Interest Earrsgets was calculated by dividing our annualizaerest income from Intere
Earning Assets for the quarter by our average éstdearning Assets.

(4) Our Cost of Funds was calculated by dividing ounwalized interest expense from our Interest Eariagets for the quarter by «
average financing arrangements, portfolio investsiand CDOs.

(5) Net Interest Spread is the difference between oeigiifed Average Cash Yield on Interest Earning #ssaed our Cost of Fund
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Comparative Expenses (dollar amounts in thousands)
For the Year Ended December 31

General, administrative and other expenses: 2010 2009 % Change
Salaries and benefits $ 1,78C $ 2,11¢ (16.0%
Professional fees 1,19¢ 1,28¢ (6.€)%
Insurance 651 524 24.2%
Management fees 2,852 1,252 127.¢%
Other 1,46¢ 1,69¢ (13.6%
Total $ 7,95C $ 6,87 15.6%

The increase in general, administrative and otkperses of $1.1 million for the year ended Decen3ier2010 as compared to
year ended December 31, 2009 was primarily du@ ia@ease in management fees of $1.6 million t&HEL.5 million of which resulted frc
an increase in incentive management fees, whichdwado the performance of assets managed undedthisory agreement. The investm
in these assets were originally acquired duringd2de incentive fees were generated from realgagds from sales of noAgency RMB¢
and excess interest returns from our CLO and noer8g RMBS investments.

Discontinued Operations (dollar amount in thousands
For the Year Ended December 31,

2010 2009 % Change

Revenues:

Net interest incom $ 22C $ 23t (6.49%
Loan losses — (280) (100.00%
Other income (net) 1,18: 1,29( (8.9%
Total net revenues $ 1,407 $ 1,24t 12.7%
Expenses:

General and administrative 26¢ 45¢ (41.71%
Total expenses 26¢ 45¢ (41.1%
Income before income tax provision 1,13¢ 78€ 44 2%
Income tax provision — —

Income from discontinued operations — net of tax $ 1,13 $ 78¢€ 44 L%
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Off-Balance Sheet Arrangements

Since inception, we have not maintained any refatigps with unconsolidated entities or financiatparships, such as entities of
referred to as structured finance or special ppadities, established for the purpose of fatiitaoff-balance sheet arrangements or ¢
contractually narrow or limited purposes. Furtheg have not guaranteed any obligations of uncotat@d entities nor do we have
commitment or intent to provide funding to any swttities. Accordingly, we are not materially expdgo any market, credit, liquidity
financing risk that could arise if we had engageduch relationships.

Liquidity and Capital Resources

Liquidity is a measure of our ability to meet pdtehcash requirements, including ongoing committeea repay borrowings, fu
and maintain investments, fund our operations, gigiglends to our stockholders and other generainkess needs. We recognize the nes
have funds available for our operating businessésta meet these potential cash requirements. ir@estments and assets generate ligL
on an ongoing basis through principal and intepagiments, prepayments net earnings held priorympat of dividends and distributions fr
unconsolidated investments. In addition, dependimgnarket conditions, the sale of investment stesror capital market transactions r
provide additional liquidity. We intend to meetrdiquidity needs through normal operations witte thpoal of avoiding unplanned sale:
assets or emergency borrowing of funds. At Decerhe2010, we had cash balances of $19.4 milkorgeceivable for securities sold of §
million, $47.6 million in unencumbered securitieg;luding $18.0 million of RMBS, of which $9.1 midh are Agency RMBS, and borrowir
of $35.6 million under outstanding repurchase agerds. At December 31, 2010, we also had lotgren-debt, including CDOs outstand
of $220.0 million and subordinated debt of $45.0ian. The CDOs are collateralized by the mortgéggns held in securitization trusts.
December 31, 2010, we redeemed all outstandingestudrour Series A Preferred Stock for an aggrelggi@ation preference of $20.0 milli
plus accrued dividends of $0.5 million. Based am ourrent investment portfolio, new investmentiatives, leverage ratio and availe
borrowing arrangements, we believe our existindidazslances, funds available under our current d@se agreements and cash flows
operations will meet our liquidity requirements &drleast the next 12 months.

At December 31, 2010, our leverage ratio for our BBVinvestment portfolio, which we define as ourstamding indebtedne
under repurchase agreements divided by stockholdgsty, was less than 1 to 1. We have continuadiliae significantly less leverage tr
our previously targeted leverage due to the ongo@ppsitioning of our investment portfolio to a raadiversified portfolio that includ
elements of credit risk with reduced leverage, aff as the greater than anticipated amount of fimvelved in identifying and redeployil
capital to suitable new investment opportunitiesc&use financing for certain of the assets thaddoice credit risk remains unfavorable
date, we have used cash from operating activitigmance assets other than Agency RMBS and prilRBAoans held in securitization trus
As previously discussed above in “Item 1. Busifess® recently formed our Midway Residential Mortgdgmrtfolio strategy. As of Februe
28, 2011, we had provided the Midway Residentialrtylage Portfolio with an aggregate of $24.0 milli@nd we anticipate contributi
additional capital to this investment in the fututdoreover, we expect that the Midway Residenhitrtgage Portfolio will utilize sorr
leverage in building the Midway Residential Mortgdgortfolio.

We had outstanding repurchase agreements, a foaullaferalized shorterm borrowing, with four different financial ingitions a
of December 31, 2010. These agreements are sebyreertain of our Agency RMBS and bear interestgdhat have historically moved
close relationship to LIBOR. Our borrowings undepurchase agreements are based on the fair valoerofmortgage backed securi
portfolio. Interest rate changes can have a negatipact on the valuation of these securitiesyced) the amount we can borrow under tl
agreements. Moreover, our repurchase agreemidmisthe counterparties to determine a new markdtier of the collateral to reflect curr
market conditions and because these lines of fingnare not committed, the counterparty can cal lden at any time. If a counterpe
determines that the value of the collateral hasedesed, the counterparty may initiate a margin @adl require us to either post additic
collateral to cover such decrease or repay a poriothe outstanding borrowing, on minimal notiddoreover, in the event an exist
counterparty elected to not renew the outstandalgrize at its maturity into a new repurchase agee¢mve would be required to repay
outstanding balance with cash or proceeds receinmd a new counterparty or to surrender the moedagrked securities that serve
collateral for the outstanding balance, or any doatiion thereof. If we are unable to secure finagdirom a new counterparty and hau
surrender the collateral, we would expect to irecsignificant loss.
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We enter into interest rate swap agreements aschaniesm to reduce the interest rate risk of the BMBrtfolio. At December 3
2010, we had $58.8 million in notional intereseratvaps outstanding. Should market rates for aingirm interest rate swaps drop below
fixed rates we have agreed to on our interest sat@ps, we will be required to post additional martp the swap counterparty, reduc
available liquidity. At December 31, 2010, the Guamy pledged $1.2 million in cash margin to covecrdased valuations of interest
swaps. The weighted average maturity of the swegss1.6 years at December 31, 2010.

We also own approximately $3.8 million of loansch&r sale, which are included in discontinued atiens. Our inability to se
these loans at all or on favorable terms could e affect our profitability as any sale for lékan the current reserved balance would r
in a loss. Currently, these loans are not finarargquledged.

As it relates to loans sold previously under certain sale agreements by our discontinued mortggagtng business, we may
required to repurchase some of those loans or inderthe loan purchaser for damages caused by achref the loan sale agreement. N
recently, we have addressed these requests byiataypta net cash settlement based on the actuaksumed loss on the loan in liet
repurchasing the loans. The Company periodicaltgives repurchase requests, each of which managemgews to determine, based
managemens experience, whether such request may reasonabliedmed to have merit. As of December 31, 2010hadea total of $2
million of unresolved repurchase requests that mameent concluded may reasonably be deemed to hesit against which we had a rese
of approximately $0.3 million.

We paid quarterly cash dividends of $0.25, $0.Z518 and $0.18 per common share in January, Aprly, and October 201
respectively. On December 20, 2010, we declare@dl1® 2ourth quarter cash dividend of $0.18 per comrsisare. The dividend was paid
January 25, 2011 to common stockholders of recerf @ecember 30, 2011. On December 31, 2010, wegpd0.50 per share cash divide
or approximately $0.5 million in the aggregate, shiares of our Series A Preferred Stock to holdereanrd as of December 30, 2010. We
paid a $0.63, $0.63, $0.50 and $0.50 per sharediastend on shares of our Series A Preferred Stodanuary, April, July, and October 2C
respectively. Each of these dividends was paicobtiie Company working capital. We expect to continue to payrterly cash dividends «
our common stock during the near term. However,Baard of Directors will continue to evaluate ouvidend policy each quarter and v
make adjustments as necessary, based on a vdfristars, including, among other things, the needaintain our REIT status, our finani
condition, liquidity, earnings projections and mess prospects. Our dividend policy does not ciutstan obligation to pay dividends, wh
only occurs when our Board of Directors declareé/alend.

We intend to make distributions to our stockholdercomply with the various requirements to maimtaur REIT status and
minimize or avoid corporate income tax and the mohuttible excise tax. However, differences in tignlmetween the recognition of RE
taxable income and the actual receipt of cash coedglire us to sell assets or to borrow funds cshaertterm basis to meet the RE
distribution requirements and to avoid corporat®ime tax and the nondeductible excise tax.
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Inflation

For the periods presented herein, inflation has veltively low and we believe that inflation hast had a material effect on «
results of operations. The impact of inflation igarily reflected in the increased costs of ouemgpions. Virtually all our assets and liabili
are financial in nature. Our consolidated finansi@tements and corresponding notes thereto hae firepared in accordance with GA
which require the measurement of financial positiol operating results in terms of historical dslleithout considering the changes in
relative purchasing power of money over time duanffation. As a result, interest rates and ottaatdrs influence our performance far v
than inflation. Inflation affects our operationsrparily through its effect on interest rates, sifmterest rates typically increase during periof
high inflation and decrease during periods of lofation. During periods of increasing interesiesatdemand for mortgages and a borrosver’
ability to qualify for mortgage financing in a phese transaction may be adversely affected. Dypengpds of decreasing interest ra
borrowers may prepay their mortgages, which in may adversely affect our yield and subsequentyviélue of our portfolio of mortga
assets.

Contractual Obligations and Commitments

The Company had the following contractual obligasiat December 31, 2010:

Less than More than
($ amounts in thousands) Total 1 year lto3years 3tob5years 5years
Operating leases $ 45¢ % 19 % 26 $ — 3 —
Repurchase agreements 35,63 35,63: — — —
CDOs (1)(2) 235,15¢ 20,47 32,99¢ 29,47¢ 152,20°
Subordinated debentures (1) 91,35¢ 1,89( 3,78¢ 3,78( 81,90:
Management Fees (3) 3,00(¢ 1,00( 2,00¢ — —
Interest rate swaps (1) 1,47z 90C 572 — —
Total contractual obligations $ 367,07 $ 60,087 $ 39,62( $ 33,25¢ % 234,10¢
@ Amounts include projected interest paymenténduthe period. Interest based on interest rategfect on December 31, 2010.
2 Maturities of our CDOs are dependent upon cashdl®eeived from the underlying loans receivable. €timate of their repayme

is based on scheduled principal payments and estihpaincipal prepayments based on our interngdgmment model on the
underlying loans receivable. This estimate wilfeliffrom actual amounts to the extent prepaymemdgoa loan losses are
experienced.

3) This disclosure assumes that we do not reheWHCS Advisory Agreement.
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Advisory and Management Agreemer

As of December 31, 2010, the Company, HC and NYM¥ewparties to the HCS Advisory Agreement. Subsegio December 3
2010, the Company entered into the Midway Managémgneement. We have agreed to pay the externabgeanthat is a party to eact
those agreements certain fees for the performahaertain services thereunder. See “ltem 1. Busthé&x a description of the fees &
expenses payable by us under these agreements.

For the years ended December 31, 2010 and 2009, ¢¥0%d aggregate base advisory and consultingdeepproximatel
$0.9 million and $0.8 million, respectively, and iacentive fee of approximately $2.0 million and %@nillion, respectively. As of Deceml
31, 2010, HCS was managing approximately $48.2ionilbf assets on the Compasybehalf. As of December 31, 2010 and 2009
Company had a management fee payable totalingr§llian and $0.3 million, respectively, includedédtcrued expenses and other liabilities.

Significance of Estimates and Critical Accounting Blicies

We prepare our consolidated financial statementsoimformity with U.S. GAAP, many of which requirbet use of estimate
judgments and assumptions that affect reported atapilihese estimates are based, in part, on ognmjedt and assumptions regarding vat
economic conditions that we believe are reasonbated on facts and circumstances existing at the &f reporting. The results of th
estimates affect reported amounts of assets, itiabiland accumulated other comprehensive incontbeatiate of the consolidated finan
statements and the reported amounts of incomensgpand other comprehensive income during thegsegresented.

Changes in the estimates and assumptions could hawaterial effect on these financial statemeniscofinting policies ar
estimates related to specific components of oursalishated financial statements are disclosed inrtbges to our consolidated finan
statements. In accordance with SEC guidance, timagerial accounting policies and estimates thabelgve are most critical to an invessr’
understanding of our financial results and condiamd which require complex management judgmendiareissed below.

Revenue Recognitioninterest income on our residential mortgage loamnd mortgagdsacked securities is a combination of
interest earned based on the outstanding prinbgdahce of the underlying loan/security, the casttral terms of the assets and the amortiz
of yield adjustments, principally premiums and disats, using generally accepted interest methdus.net GAAP cost over the par balanc
self-originated loans held for investment and premiand discount associated with the purchase ofgagebacked securities and loans
amortized into interest income over the lives & tnderlying assets using the effective yield meths adjusted for the effects of estim.
prepayments. Estimating prepayments and the rentaterm of our interest yield investments requir@nagement judgment, which involv
among other things, consideration of possible futimterest rate environments and an estimate of bowowers will react to tho
environments, historical trends and performance dttual prepayment speed and actual lives coutddse or less than the amount estim
by management at the time of origination or puretzEfshe assets or at each financial reportingoperi

With respect to interest rate swaps and caps that hot been designated as hedges, any net payoretes or fluctuations in tl
fair value of, such swaps and caps will be recagphin current earnings.

Fair value. The Company has established and documented preckssdetermining fair values. Fair value is bas@dn quote
market prices, where available. If listed pricesqootes are not available, then fair value is daggon internally developed models -

primarily use inputs that are market-based or iedédently-sourced market parameters, including éstarate yield curves.

A financial instrumens categorization within the valuation hierarchyp&sed upon the lowest level of input that is sigaift to th
fair value measurement. The three levels of vaudtierarchy are defined as follows:

Level 1- inputs to the valuation methodology are quotédgsr(unadjusted) for identical assets or liakeiitin active markets.

Level 2- inputs to the valuation methodology include quapeides for similar assets and liabilities in actimarkets, and inpt
that are observable for the asset or liabilityheitdirectly or indirectly, for substantially thellifterm of the financial instrument.

Level 3- inputs to the valuation methodology are unobdae/and significant to the fair value measurement.
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The following describes the valuation methodologised for the Company‘financial instruments measured at fair valueyel as
the general classification of such instruments pams to the valuation hierarchy.

a. Investment Securities Available for Sale (RMBBair value for the RMBS in our portfolio is based guoted price
provided by dealers who make markets in similaaditial instruments. The dealers will incorporatenocton market pricin
methods, including a spread measurement to thesling@urve or interest rate swap curve as wellnakerying characteristics of t
particular security including coupon, periodic dife caps, collateral type, rate reset period agasening or age of the security
quoted prices for a security are not reasonablylaba from a dealer, the security will be cassified as a Level 3 security and,
result, management will determine the fair valuedobon characteristics of the security that the @om receives from the issi
and based on available market information. Managémeviews all prices used in determining valuatiorensure they repres
current market conditions. This review includesssying similar market transactions, comparisoniterest pricing models as w
as offerings of like securities by dealers. The @any's investment securities that are compriseldMBS are valued based uf
readily observable market parameters and are fitabsis Level 2 fair values.

b. Investment Securities Available for Sale (CL®@he fair value of the CLO notes, as of December2BD9, was based
managemens valuation determined by using a discounted futaeh flows model that management believes wouldidsel b
market participants to value similar financial msbhents. At December 31, 2010, the fair value &f @LO notes was based
quoted prices provided by dealers who make matkesgmilar financial instruments. The CLO notes e@reviously classified
Level 3 fair values and were re-classified as L&v&lir values in the fourth quarter of 2010.

c. Interest Rate Swaps and Cap3he fair value of interest rate swaps and capdased on dealer quotesThe mode
utilizes readily observable market parameterspiiolg treasury rates, interest rate swap spreatiswaaption volatility curves. Tl
Company’s interest rate caps and swaps are cldsifi Level 2 fair values.

Mortgage Loans Held for Sale (neffhe fair value of mortgage loans held for sale)(aet estimated by the Company based o
price that would be received if the loans were ssddvhole loans taking into consideration the aggped characteristics of the loans suc
but not limited to, collateral type, index, intereate, margin, length of fixed interest rate périlife cap, periodic cap, underwriting stande
age and credit.

Mortgage Loans Held in Securitization Trusts (nretinpaired Loans 4mpaired mortgage loans held in the securitizatiosts ar
recorded at amortized cost less specific loan tessrves. Impaired loan value is based on managesmestimate of the net realizable v:
taking into consideration local market conditiorfsttte distressed property, updated appraisal vabfigbe property and estimated expel
required to remediate the impaired loan.

Real Estate Owned Held in Securitization TrusReal estate owned held in the securitization trastsrecorded at net realizs
value. Any subsequent adjustment will result inréaduction in carrying value with the correspondamgount charge to earnings. Net realiz
value based on an estimate of disposal takingdatwsideration local market conditions of the distexl property, updated appraisal valut
the property and estimated expenses requirecheefiroperty.

Mortgage Loans Held for InvestmentMortgage loans held for investment are stated paighprincipal balance, adjusted for
unamortized premium or discount, deferred feesxperses, net of valuation allowances. Loans arnsidered to be impaired when i
probable that based upon current information arehisy the Company will be unable to collect all anmts due under the contractual term
the loan agreement. Based on the facts and citamees of the individual loans being impaired, Iegecific valuation allowances |
established for the excess carrying value of tiaa lover either: (i) the present value of expectgdré cash flows discounted at the laan’
original effective interest rate, (ii) the estimditiir value of the loas’ underlying collateral if the loan is in the preseof foreclosure
otherwise collateral dependent, or (iii) the loapbservable market price.

Investment in Limited Partnership InteresManagement periodically reviews its investmentsifiopairment based on projec
cash flows from the entity over the holding periatthen any impairment is identified, the investnseate written down to recovera
amounts.

Recent Accounting Pronouncements

A discussion of recent accounting pronouncementstha possible effects on our financial stateméntscluded in Note +—
Summary of Significant Accounting Policies incldda Item 8 of this Annual Report on Form 10-K.
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Item 7A. QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK

Market risk is the exposure to loss resulting frolmnges in interest rates, credit spreads, foreigmency exchange rat
commodity prices and equity prices. Because weirarested solely in U.Sdollar denominated instruments, primarily residanthortgag
instruments, and our borrowings are also domesticladS. dollar denominated, we are not subjecbteifin currency exchange, or commo
and equity price risk; the primary market risk thest are exposed to is interest rate risk and ltgge ancillary risks. Interest rate risk is hig
sensitive to many factors, including governmentahsetary and tax policies, domestic and internatieeanomic and political consideratic
and other factors beyond our control. All of ouarket risk sensitive assets, liabilities and relatierivative positions are for ndrading
purposes only.

Management recognizes the following primary risksogiated with our business and the industry irctvlie conduct business:

. Interest rate risk

. Liquidity risk

. Prepayment risk

. Credit risk

. Market (fair value) risk

Interest Rate Risl

Interest rates are sensitive to many factors, dioy governmental, monetary, tax policies, domeatid international econon
conditions, and political or regulatory matters dxeg our control. Changes in interest rates affeetvalue of our RMBS and ARM loans
manage and hold in our investment portfolio, thealderate borrowings we use to finance our portfoliod &me interest rate swaps and ¢
we use to hedge our portfolio. All of our portfolisterest market risk sensitive assets, liabiliaesl related derivative positions are man
with a long term perspective and are not for trgginrposes.

Interest rate risk is measured by the sensitivityur current and future earnings to interest ragkatility, variability of sprea
relationships, the difference in peicing intervals between our assets and liabdlined the effect that interest rates may have orash flows
especially the speed at which prepayments occuruomesidential mortgageslated assets. Changes in interest rates cart affeaet intere:
income, which is the difference between the inteiesome earned on assets and our interest exgensered in connection with o
borrowings.

Our adjustableate hybrid ARM assets reset on various datesatteahot matched to the reset dates on our repretasements.
general, the repricing of our repurchase agreenmusrs more quickly than the repricing of our &&sEirst, our floating rate borrowings n
react to changes in interest rates before our tatjlesrate assets because the weighted averageeqaiting dates on the related borrowi
may have shorter time periods than that of thestahle rate assets. Second, interest rates ortaulpisate assets may be limited tgpariodic
cap”or an increase of typically 1% or 2% per adjustnpertod, while our borrowings do not have compagdiphitations. Third, our adjustal
rate assets typically lag changes in the applicaitézest rate indices by 45 days due to the nqtéréod provided to adjustable rate borrov
when the interest rates on their loans are schddalehange.
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We seek to manage interest rate risk in the paotfo} utilizing interest rate swaps and interest i@aps, with the goal of optimizi
the earnings potential while seeking to maintaimgléerm stable portfolio values. We continually rit@nthe duration of our mortgage as:
and have a policy to hedge the financing suchtti@net duration of the assets, our borrowed fuatided to such assets, and related he:
instruments, are less than one year.

Interest rates can also affect our net return dorilyARM securities and loans net of the cost ofaficing hybrid ARMs. W
continually monitor and estimate the duration of bybrid ARMs and have a policy to hedge the finagof the hybrid ARMs such that 1
net duration of the hybrid ARMs, our borrowed fumdtated to such assets, and related hedging metits are less than one year. Duri
declining interest rate environment, the prepaynoémtybrid ARMs may accelerate (as borrowers maytopefinance at a lower rate) caus
the amount of liabilities that have been extendgdhie use of interest rate swaps to increase veléi the amount of hybrid ARMs, possi
resulting in a decline in our net return on hybABMs as replacement hybrid ARMs may have a loweldyithan those being prep:
Conversely, during an increasing interest rate renment, hybrid ARMs may prepay slower than exp#ctequiring us to finance a hig!
amount of hybrid ARMs than originally forecast aatda time when interest rates may be higher, riegulh a decline in our net return on hyt
ARMSs. Our exposure to changes in the prepaymergdspef hybrid ARMs is mitigated by regular monitgyiof the outstanding balance
hybrid ARMs, and adjusting the amounts anticipat®de outstanding in future periods and, on a weghhlsis, making adjustments to
amount of our fixed-rate borrowing obligations foture periods.

We utilize a model based risk analysis system sistg) projecting portfolio performances over arsrio of different interest rat
The model incorporates shifts in interest rategnges in prepayments and other factors impactiagvéttuations of our financial securiti
including mortgage-backed securities, repurchaseeagents, interest rate swaps and interest rate cap

Based on the results of the model, as of DecembgP@10, instantaneous changes in interest ratesdwave had the followir
effect on net interest income: (dollar amountshipusands):

Changes in Net Interest Income
Changes in Net Interes

Changes in Interest Rates Income
+200 $ (1,959
+100 $ (937)
-100 $ 89

Interest rate changes may also impact our net bable as our mortgage assets and related hedgatizs are marked-tomarke
each quarter. Generally, as interest rates incréhsevalue of our mortgage assets decrease aimdeasst rates decrease, the value of
investments will increase. In general, we wouldestthowever that, over time, decreases in valueuofportfolio attributable to interest r.
changes will be offset, to the degree we are hedgedhcreases in value of our interest rate swapd,vice versa. However, the relation:
between spreads on securities and spreads on swegpgary from time to time, resulting in a net aggate book value increase or decline.
said, unless there is a material impairment in edhat would result in a payment not being receimed security or loan, changes in the t
value of our portfolio will not directly affect owecurring earnings or our ability to make a disition to our stockholders.
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Liquidity Risk

Liquidity is a measure of our ability to meet pdtahcash requirements, including ongoing committeen repay borrowings, fu
and maintain investments, pay dividends to ourldtoltlers and other general business needs. Wenizeothe need to have funds availabl
operate our business. It is our policy to have adegliquidity at all times. We plan to meet ligitycthrough normal operations with the goa
avoiding unplanned sales of assets or emergencgwinig of funds.

Our principal sources of liquidity are the repuedagreements on our RMBS, the CDOs we have igsuethnce our loans held
securitization trusts, the principal and intereayments from mortgage assets and cash proceedstlinssuance of equity securities
market and other conditions permit). We believe existing cash balances and cash flows from omeratwill be sufficient for our liquidit
requirements for at least the next 12 months.

As it relates to our investment portfolio, derivatifinancial instruments we use to hedge intemst risk subject us to “margin call”
risk. If the value of our pledged assets decredse,to a change in interest rates, credit chaiatitay, or other pricing factors, we may
required to post additional cash or asset collgterareduce the amount we are able to borrowesusethe collateral. Under our interest
swaps typically we pay a fixed rate to the courdeips while they pay us a floating rate. If instreates drop below the fixed rate we
paying on an interest rate swap, we may be requir@dst cash margin.

Prepayment Risl

When borrowers repay the principal on their morggboigns before maturity or faster than their schetiamortization, the effect
to shorten the period over which interest is earmed therefore, reduce the yield for mortgagetagserchased at a premium to their 1
current balance, as with the majority of our asgetsversely, mortgage assets purchased for lessthieir then current balance exhibit hig
yields due to faster prepayments. Furthermore, gyment speeds exceeding or lower than our modetegapment speeds impact
effectiveness of any hedges we have in place tayamét financing and/or fair value risk. Generallyhen market interest rates decl
borrowers have a tendency to refinance their mgegathereby increasing prepayments.

Our prepayment model will help determine the amamfritedging we use to offet changes in interest rates. If actual prepay
rates are higher than modeled, the yield will bgsléhan modeled in cases where we paid a premiunthéo particular mortgage as:
Conversely, when we have paid a premium, if agwepayment rates experienced are slower than nmydeks would amortize the premil
over a longer time period, resulting in a highelgito maturity.

In an increasing prepayment environment, the tindifierence between the actual cash receipt ofcjpal paydowns and t
announcement of the principal paydown may resudtditional margin requirements from our repurchag®ement counterparties.

We mitigate prepayment risk by constantly evalugatir mortgage assets relative to prepayment speesisved for assets witl
similar structure, quality and characteristics.tRermore, we streggst the portfolio as to prepayment speeds andeisiteate risk in order
further develop or make modifications to our hetigéances. Historically, we have not hedged 100%unfliability costs due to prepaym
risk.

Credit Risk

Credit risk is the risk that we will not fully celt the principal we have invested in mortgage doanother assets due to eit
borrower defaults, or a counterparty failure. Ounrtfplio of loans held in securitization trusts aé December 31, 2010 consisted
approximately $229.3 million of securitized firgéns originated in 2005 and earlier. The secuidtifiest liens were principally originated
2005 by our subsidiary, HC, prior to our exit frahe mortgage lending business. These are predoghinaigh-quality loans with an avera
loan-to-value (“LTV”) ratio at origination of approximately 70.5%, andemge borrower FICO score of approximately 729adidition
approximately 65.5% of these loans were originatétl full income and asset verification. While weef that our origination and underwrit
of these loans will help to mitigate the risk afrsficant borrower default on these loans, we camssure you that all borrowers will contil
to satisfy their payment obligations under thesmtoand thereby avoid default.
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As of December 31, 2010, we owned approximately $8illion on non-Agency RMBS senior securities. TienAgency RMB¢
has a weighted average amortized purchase pricppfoximately 90.7% of current par value. Managantelieves the purchase pi
discount coupled with the credit support within thend structure protects us from principal lossernmhost stress scenarios for these non
Agency RMBS. In addition, as of December 31, 2@&0own approximately $29.5 million of notes issiigda CLO at a discounted purch
price equal to 24.6% of par. The securities ar&dadby a portfolio of middle market corporate loans

Market (Fair Value) Risk

Changes in interest rates also expose us to maskahat the market value (fair value) on our éseeay decline. For certain of -
financial instruments that we own, fair values wibt be readily available since there are no adtiading markets for these instrument
characterized by current exchanges between wipiadies. Accordingly, fair values can only be dedvor estimated for these investm
using various valuation techniques, such as comgutie present value of estimated future cash flesisg discount rates commensurate
the risks involved. However, the determination efireated future cash flows is inherently subjectared imprecise. Minor changes
assumptions or estimation methodologies can hawatarial effect on these derived or estimatedvaiues. These estimates and assumg
are indicative of the interest rate environmentefd3ecember 31, 2010, and do not take into conaiite the effects of subsequent interest
fluctuations.

We note that the values of our investments in nagrédpacked securities and in derivative instrumentspgnily interest rate hedg
on our debt, will be sensitive to changes in maikigrest rates, interest rate spreads, creditggrand other market factors. The value of 1
investments can vary and has varied materially fpemiod to period. Historically, the values of eonortgage loan portfolio have tended to \
inversely with those of its derivative instruments.

The following describes the methods and assumpti@ngse in estimating fair values of our finanamstruments:

Fair value estimates are made as of a specifict pioitime based on estimates using present valugttar valuation technique
These technigues involve uncertainties and areifgigntly affected by the assumptions used and jtidgments made regarding t
characteristics of various financial instrumentscdunt rates, estimate of future cashflows, fuexeected loss experience and other factors.

Changes in assumptions could significantly affaese estimates and the resulting fair values. Bdrigir value estimates cannol
substantiated by comparison to independent magds in many cases, could not be realized in aneidiate sale of the instrument. Al
because of differences in methodologies and assonspised to estimate fair values, the fair valusesi by us should not be compared to t
of other companies.

The fair values of our investment securities areegally based on market prices provided by dealdrs make markets in the
financial instruments. If the fair value of a setyuis not reasonably available from a dealer, ng@maent estimates the fair value base
characteristics of the security that we receivenfthe issuer and on available market information.

The fair value of mortgage loans held in securitiratrusts is estimated using pricing models amdng into consideration t
aggregated characteristics of groups of loans as¢lbut not limited to, collateral type, index.eirgst rate, margin, length of fixedte perioc
life cap, periodic cap, underwriting standards, agd credit estimated using the estimated markieegirfor similar types of loans. Due
significant market dislocation over the past 18 thensecondary market prices were given minimabitaig in determining the fair value
these loans at December 31, 2010 and 2009.

The fair value of these CDOs is based on discourastl flows as well as market pricing on compar@ix©s.
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The market risk management discussion and the aimegtimated from the analysis that follows arevéodlooking statements tr
assume that certain market conditions occur. Aatesiilts may differ materially from these projectedults due to changes in our portf
assets and borrowings mix and due to developmarttsei domestic and global financial and real estaekets. Developments in the finan
markets include the likelihood of changing intemegés and the relationship of various interegsraind their impact on our portfolio yield, ¢
of funds and cash flows. The analytical methods W& use to assess and mitigate these marketsiekdd not be considered projection
future events or operating performance.

As a financial institution that has only investedUu.S.dollar denominated instruments, primarily resid@nthortgage instrumen
and has only borrowed money in the domestic makketare not subject to foreign currency exchangeoonmodity price risk. Rather, ¢
market risk exposure is largely due to interest ragk. Interest rate risk impacts our interesbime, interest expense and the market value
large portion of our assets and liabilities. Thenagement of interest rate risk attempts to maxingiamings and to preserve capita
minimizing the negative impacts of changing maria¢s, asset and liability mix, and prepaymentwgti

The table below presents the sensitivity of thekatavalue and net duration changes of our portfai@f December 31, 2010, us
a discounted cash flow simulation model assumingstantaneous interest rate shift. Applicationhié method results in an estimation of
fair market value change of our assets, liabiliind hedging instruments per 100 basis point (“spift in interest rates.

The use of hedging instruments is a critical pdrowar interest rate risk management strategies, thadeffects of these hedg
instruments on the market value of the portfolie ezflected in the model's output. This analys#® @hkes into consideration the valu
options embedded in our mortgage assets includingtraints on the rpricing of the interest rate of assets resultirgrfiperiodic and lifetim
cap features, as well as prepayment options. Assetdiabilities that are not interest ratensitive such as cash, payment receivables, g
expenses, payables and accrued expenses are ekclude

Changes in assumptions including, but not limitedvblatility, mortgage and financing spreads, psapent behavior, defaults,
well as the timing and level of interest rate clengill affect the results of the model. Therefaetual results are likely to vary from mode

results.

Market Value Changes

Changes in Changes in Net
Interest Rates Market Value Duration
(Amount in thousand
+200 $ (5,113 0.86 years
+100 $ (2,559 0.80 years
Base — 0.7 O years
-100 $ 1,07¢ 0.42 years

It should be noted that the model is used as attwadentify potential risk in a changing intereate environment but does
include any changes in portfolio composition, fioiaug strategies, market spreads or changes in lbvesieket liquidity.

Based on the assumptions used, the model outpgestgya very low degree of portfolio price changem increases in intere
rates, which implies that our cash flow and earmihgracteristics should be relatively stable fanparable changes in interest rates.

Although market value sensitivity analysis is widelccepted in identifying interest rate risk, itedonot take into considerat

changes that may occur such as, but not limited¢hianges in investment and financing strategieangés in market spreads and chang
business volumes. Accordingly, we make extensieeafi@n earnings simulation model to further analgar level of interest rate risk.
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There are a number of key assumptions in our egsnsimulation model. These key assumptions inclclieenges in mark
conditions that affect interest rates, the pricafgARM products, the availability of investment atss and the availability and the cos
financing for portfolio assets. Other key assummionade in using the simulation model include pyepnt speeds and managem
investment, financing and hedging strategies, dmdissuance of new equity. We typically run the dation model under a variety
hypothetical business scenarios that may includérdnt interest rate scenarios, different investinstrategies, different prepaym
possibilities and other scenarios that provide ith & range of possible earnings outcomes in otal@ssess potential interest rate risk.
assumptions used represent our estimate of thiy Bfkect of changes in interest rates and do maoessarily reflect actual results. The earr
simulation model takes into account periodic afetitne caps embedded in our assets in determihimgarnings at risk.

Item 8. FINANCIAL STATEMENTS AND SUPPLEMENTARY DATA

Our financial statements and the related notegthey with the Report of Independent Registeredi®éezcounting Firm thereo
as required by this Item 8, are set forth beginmingpage F-1 of this Annual Report on Form 10-K aralincorporated herein by reference.

Item 9. CHANGES IN AND DISAGREEMENTS WITH ACCOUNTANTS ON ACOUNTING AND FINANCIAL DISCLOSURE.

None.
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Item 9A. CONTROLS AND PROCEDURES

Evaluation of Disclosure Controls and Proceduréd/e maintain disclosure controls and proceduresatedesigned to ensure 1
information required to be disclosed in the repthts we file or submit under the Securities ExdeAct of 1934, as amended, is recor
processed, summarized and reported within the tie@ods specified in the rules and forms of the SBAd that such information
accumulated and communicated to our managemenmpasmiate to allow timely decisions regarding riegd disclosures. An evaluation v
performed under the supervision and with the padion of our management, including our Chief Bxae Officer and Chief Financi
Officer, of the effectiveness of our disclosure ttols and procedures (as defined in Rules 13a-1&fe) 15di5(e) under the Securit
Exchange Act of 1934, as amended) as of Decemhe2®D. Based upon that evaluation, our Chief Etree Officer and Chief Financi
Officer concluded that our disclosure controls pratedures were effective as of December 31, 2010.

Management's Report on Internal Control Over FinahdReporting. Our management is responsible for establishind
maintaining adequate internal control over finahoggoorting, as such term is defined in Exchangé Ruale 13a15(f). Our internal contr
system was designed to provide reasonable assutamee management and Board of Directors regarthiegeliability, preparation and f
presentation of published financial statementsctoedance with generally accepted accounting lasi Under the supervision and with
participation of our management, including our pipal executive officer and principal financial ioffr, we conducted an evaluation of
effectiveness of our internal control over finaheceporting based on the frameworklimernal Control - Integrated Frameworkissued by tF
Committee of Sponsoring Organizations of the TremgdWwommission. Based on our evaluation under tamémork ininternal Control -
Integrated Framewor, our management concluded that our internal cobotrer financial reporting was effective as of Deateer 31, 2010.

This Annual Report on Form 1R-does not include an attestation report of ourepehdent registered public accounting
regarding internal control over financial reportifdanagemens report was not subject to attestation by our pedeent registered puk
accounting firm pursuant to the rules of the SE& germit us to provide only management’s repothis Annual Report on Form 10-K.

Changes in Internal Control Over Financial RepodiThere have been no changes in our internal coatret financial reportin
during the quarter ended December 31, 2010 that heaterially affected, or are reasonably likelyrtaterially affect, our internal control o
financial reporting.

Item 9B. OTHER INFORMATION

None.
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PART Il
Item 10.DIRECTORS, EXECUTIVE OFFICER AND CORPORATE GOVERNARE
The information required by this item is includedoiur Proxy Statement for our 2011 Annual Meetih@tockholders to be filed with
the SEC within 120 days after the end of the figealr ended December 31, 2010 (the “2011 Proxeit”) and is incorporated herein by
reference.
Item 11. EXECUTIVE COMPENSATION

The information required by this item is includedie 2011 Proxy Statement and is incorporatedrnésereference.

Item 12. SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS ANDMANAGEMENT AND RELATED STOCKHOLDEF
MATTERS

Except as set forth below, the information requingdhis item is included in the 2011 Proxy Statatrend is incorporated herein by
reference.

The information presented under the heading “Marfketthe Registrant’'s Common Equity and Relatedcidtolder Matters—
Securities Authorized for Issuance Under Equity @ensation Plans” in Item 5 of Part Il of this FOiGK is incorporated herein by referen

Item 13. CERTAIN RELATIONSHIPS AND RELATED TRANSACTIONS, ANDDIRECTOR INDEPENDENCE
The information required by this item is includedie 2011 Proxy Statement and is incorporatedrnésereference.
Item 14. PRINCIPAL ACCOUNTING FEES AND SERVICES

The information required by this item is includedie 2011 Proxy Statement and is incorporatedrnésereference.
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PART IV
Item 15. EXHIBITS, FINANCIAL STATEMENT SCHEDULES

(@) Financial Statements

Report of Independent Registered Public Accognfimm - Grant Thornton LLP
Consolidated Balance Sheets
Consolidated Statements of Operations
Consolidated Statements of Stockholders’ Equity
Consolidated Statements of Cash Flows
Notes to Consolidated Financial Stateme
(b) Exhibits.

The information set forth under “Exhibit Index” bel is incorporated herein by reference.
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SIGNATURES

Pursuant to the requirements of Section 13 or 1&f(the Securities Exchange Act of 1934, the Regyidthas duly caused this reg
to be signed on its behalf by the undersignedeti@o duly authorized.

NEW YORK MORTGAGE TRUST, INC.

Date: March 4, 2011 By: /s/ Steven R. Mumma
Steven R. Mumma
Chief Executive Officer and President
(Principal Executive Officer)

Date: March 4, 2011 By: /s/ Fredric S. Starker
Fredric S. Starker
Chief Financial Officer
(Principal Financial and Accounting Officer)

Pursuant to the requirements of the Securities &xgh Act of 1934, this report has been signed bélptine following persons on
behalf of the registrant and in the capacities@mthe dates indicated.
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/s/ Steven R. Mumma Chief Executive Officer, President and Director March 4, 2011
Steven R. Mumma (Principal Executive Officer)
/sl Fredric S. Starker Chief Financial Officer March 4, 2011
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/s/ James J. Fowler Chairman of the Board March 3, 2011

James J. Fowler

/s/ Alan L. Hainey Director March 3, 2011
Alan L. Hainey
/sl Steven G. Norcutt Director March 3, 2011

Steven G. Norcutt

/s/ Daniel K. Osborne Director March 3, 2011
Daniel K. Osborne
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

Board of Directors and Shareholders
New York Mortgage Trust, Inc

We have audited the accompanying consolidated balaheets of New York Mortgage Trust, Inc. (a Mamngd corporation) and subsidial
(the “Company”) as of December 31, 2010 and 2008,the related consolidated statements of opemtginckholderséquity, and cash flov
for each of the two years in the period ended Déeen81l, 2010. These financial statements are the responsibilitthe Companye
management.Our responsibility is to express an opinion on ¢hisancial statements based on our audits.

We conducted our audits in accordance with thedstas of the Public Company Accounting OversightuBlo(United States). Thos¢
standards require that we plan and perform thet aodibtain reasonable assurance about whethdimidugcial statements are free of mate
misstatement. The Company is not required to have, nor were vwgmged to perform an audit of its internal contreéiofinancial reporting.
Our audit included consideration of internal cohtreer financial reporting as a basis for desigrénglit procedures that are appropriate ir
circumstances, but not for the purpose of exprgsaimopinion on the effectiveness of the Compamg&rnal control over financial reporting.
Accordingly, we express no such opinion audit also includes examining, on a test basiglence supporting the amounts and disclosu
the financial statements, assessing the accouptimgiples used and significant estimates made bypagement, as well as evaluating
overall financial statement presentatioWe believe that our audits provide a reasonablis basour opinion.

In our opinion, the consolidated financial statetaeeferred to above present fairly, in all materspects, the financial position of New Y

Mortgage Trust, Inc. as of December 31, 2010 ar@2@nd the results of its operations and its dkmsis for each of the two years in -
period ended December 31, 2010 in conformity wéboainting principles generally accepted in the ébhiStates of America.

/s/ Grant Thornton LLP

New York, New York
March 3, 2011
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NEW YORK MORTGAGE TRUST, INC. AND SUBSIDIARIES
CONSOLIDATED BALANCE SHEETS
(Dollar amounts in thousands)

December 31, December 31,
2010 2009
ASSETS

Investment securities - available for sale, at¥alue (including pledged

securities of $38,475 and $91,071 at DecembgeP@10 and 2009, respectively) $ 86,04( $ 176,69:
Mortgage loans held in securitization trusts (net) 228,18! 276,17¢
Mortgage loans held for investment 7,46( =
Investment in limited partnership 18,66¢ -
Cash and cash equivalents 19,37t 24,52
Receivable for securities sold 5,65: -
Receivables and other assets 8,91¢ 11,42t

Total Assets $ 374,29: $ 488,81

LIABILITIES AND STOCKHOLDERS' EQUITY

Liabilities:
Financing arrangements, portfolio investments $ 35,63: $ 85,10¢
Collateralized debt obligations 219,99: 266,75¢
Derivative liabilities 1,087 2,511
Accrued expenses and other liabilities 4,09t 6,71:%
Convertible preferred debentures (net) - 19,85:
Subordinated debentures (net) 45,00( 44,89
Total liabilities 305,80° 425,82°
Commitments and Contingencies
Stockholders' Equity:
Common stock, $0.01 par value, 400,000,000 shartbe@zed, 9,425,442 and 9,415,094,

shares issued and outstanding at Decembei030,&nhd 2009, respectively 94 94
Additional paid-in capital 135,30( 142,51¢
Accumulated other comprehensive income 17,73: 11,81¢
Accumulated deficit (84,639 (91,449
Total stockholders' equity 68,48 62,98
Total Liabilities and Stockholders' Equity $ 374,29: $ 488,81+

See notes to consolidated financial statements.
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NEW YORK MORTGAGE TRUST, INC. AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF OPERATIONS
(Dollar amounts in thousands, except per share data

For the Year

Ended December 31,

2010 2009
INTEREST INCOME $ 19,89¢ $ 31,09¢
INTEREST EXPENSE:
Investment securities and loans held in seeatitn trusts 4,86¢ 8,572
Subordinated debentures 2,47: 3,18¢
Convertible preferred debentures 2,27¢ 2,47¢
Total interest expense 9,611 14,23!
NET INTEREST INCOME 10,28¢ 16,86(
OTHER INCOME (EXPENSE):
Provision for loan losses (2,230 (2,262)
Impairment loss on investments (29¢€) (119
Income from investment in limited partnership 49¢€ -
Realized gain on investment securities aratedlhedges 5,36: 3,28
Total other income (expense) 3,33 901
General, administrative and other expenses 7,95( 6,87
INCOME FROM CONTINUING OPERATIONS 5,67( 10,88
Income from discontinued operation - net of tax 1,13¢ 78€
NET INCOME $ 6,80t $ 11,67(
Basic income per common share $ 07z $ 1.25
Diluted income per common share $ 0.7z $ 1.1¢€
Dividends declared per common share $ 0.7¢ $ 0.91
Weighted average shares outstanding-basic 9,42: 9,36
Weighted average shares outstanding-diluted 9,42: 11,86:

See notes to consolidated financial statements.
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NEW YORK MORTGAGE TRUST, INC. AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF STOCKHOLDERS' EQUITY
For the Years Ended December 31, 2010 and 2009
(Dollar amounts in thousands)

Accumulated

Additional Other
Common Paid-In Accumulated Comprehensive Comprehensive
Stock Capital Deficit Income/(LossS) Income Total
Balance, January 1, 2009 $ 93 $ 150,79¢ $ (103,119 $ (8,52)) $ 39,24¢
Net income 11,67( $ 11,67( 11,67(
Dividends declared (8,53)) (8,53)
Restricted stock 1 26( 261
Reclassification adjustment for
net gain included in net income (2,657) (2,657) (2,657)
Increase in net unrealized gain on
available for sale securities 20,34( 20,34( 20,34(
Increase in fair value of derivative
instruments utilized for cash flow hedges 2,65¢€ 2,65¢€ 2,65¢€
Comprehensive income 32,00¢
Balance, January 1, 2010 94 142,51¢ (91,444 11,81¢ 62,98
Net income 6,80¢ 6,80¢ 6,80%
Dividends declared (7,449 (7,449
Restricted stock 22t 22t
Reclassification adjustment for
net gain included in net income (5,017 (5,017 (5,01))
Increase in net unrealized gain on
available for sale securities 9,10¢ 9,10¢ 9,10¢
Increase in fair value of derivative
instruments utilized for cash flow hedges 1,81¢ 1,81¢ 1,81¢
Comprehensive income $ 12,71¢
Balance, December 31, 2010 $ 94 $ 135300 $ (84,639 $ 17,73: $ 68,487

See notes to consolidated financial statements.
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NEW YORK MORTGAGE TRUST, INC. AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF CASH FLOWS
(Dollar amounts in thousands)

For the Year Ended
December 31,

Cash Flows from Operating Activities:
Net income $
Adjustments to reconcile net income to net casbdus) provided by operating activities:
Depreciation and amortization
Net accretion on investment securities and gagie loans held in securitization trusts
Realized gain on securities and related hedges
Impairment loss on investment securities
Proceeds from repayments or sales of mortgzayes|
Provision for loan losses
Income from investment in limited partnership
Distributions from investment in limited partekip
Restricted stock issuance
Other
Changes in operating assets and liabilities:
Receivables and other assets
Accrued expenses and other liabilities

Net cash (used in) provided by operating activi

Cash Flows from Investing Activities:
Restricted cash
Purchases of investment securities
Issuance of mortgage loans held for investment
Purchase of investment in limited partnership
Proceeds from investment in limited partnership
Proceeds from sales of investment securities
Principal repayments received on mortgage Itehs in securitization trusts
Principal paydowns on investment securitiegailable for sale

Net cash provided by investing activiti

Cash Flows from Financing Activities:
Decrease in financing arrangements
Dividends paid
Redemption of convertible preferred debentures
Payments made on collateralized debt obligation

Cash used in financing activities

Net (Decrease) Increase in Cash and Cash Equivalent
Cash and Cash Equivalents - Beginning of Year

Cash and Cash Equivalents - End of Year $

Supplemental Disclosure:
Cash paid for interest $

Non-Cash Investment Activities:
Sale of investment securities not yet settled $

Non-Cash Financing Activities:
Dividends declared to be paid in subsequent period $

2010 2009
6,80¢ 11,67(
66¢ 1,43¢
(3,24%) (743)
(5,362) (3,280
29¢€ 11¢
32 1,19¢
2,23( 2,26:
(49€) -
234 -
22t 261
- 27C
26¢ 79&
(1,959) (2,212)
(30%) 11,77
1,61( 4,91(
(5) (43,869
(7,460) -
(19,359 -
95¢€ -
46,02¢ 296,55:
45,74« 68,91+
52,17« 70,34
119,68:« 396,85
(49,479 (317,22)
(8,102 (7,109
(20,000 -
(46,95() (69,15¢)
(124,52%) (393,489
(5,147 15,13¢
24,52; 9,381
19,37¢ 24,52:
9,73( 13,45¢
5,65° -
1,697 2,35¢




Grant of restricted stock $ 18z $ 261

See notes to consolidated financial statements.
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NEW YORK MORTGAGE TRUST, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
1. Summary of Significant Accounting Policies

Organization- New York Mortgage Trust, Inc., together with @snsolidated subsidiaries (“NYMT,” the “Companywe,” “our”
and “us”), is a real estate investment trust, ol TREh the business of acquiring, investing in,diting and managing primarily mortgage-
related assets. Our principal business objectite generate net income for distribution to ourcktmlders resulting from the spread betw
the interest and other income we earn on our istea@ning assets and the interest expense we pdedotrowings that we use to finance
leveraged assets and our operating costs, whiatef@eto as our net interest income. We intendctueve this objective by investing in a br
class of mortgage-related and financial assetsithaggregate will generate what we believe amaetive riskadjusted total returns for ¢
stockholders. We also may opportunistically acqainel manage various other types of mortga@ted and financial assets that we be
will compensate us appropriately for the risks ai&ged with them.

The Company conducts its business through the pammpany, NYMT, and several subsidiaries, inclgdgpecial purpo:
subsidiaries established for loan securitizationppses, a taxable REIT subsidiary ("TRS") and dlified REIT subsidiary ("QRS"). Tt
Company conducts certain of its portfolio investineperations through its wholly-owned TRS, Hypoth&zapital, LLC (“HC”),in order t
utilize, to the extent permitted by law, some drodla net operating loss carfgrward held in HC that resulted from the Compasexi from
the mortgage lending business. Prior to MarchZ8)7, the Company conducted substantially all ohitortgage lending business thro
HC. The Company's wholly-owned QRS, New York Made Funding, LLC (“NYMF"), currently holds certaimortgagerelatec
assets for regulatory compliance purposes. The paagn also may conduct certain other portfolio itmest operations related to
alternative investment strategy through NYMF. Trmmpany consolidates all of its subsidiaries urgdgrerally accepted accounting princi|
in the United States of America (“GAAP").

The Company is organized and conducts its opetiomualify as a REIT for federal income tax puwg®m As such, the Comps
will generally not be subject to federal income taxthat portion of its income that is distributedstockholders if it distributes at least 909
its REIT taxable income to its stockholders by dine date of its federal income tax return and caeaplith various other requirements.

Basis of PresentationThe accompanying consolidated financial statemiean® been prepared on the accrual basis of acogun
accordance with U.S. generally accepted accoumtiimgiples (“GAAP”). The preparation of financial statements in conftymiith GAAP
requires management to make estimates and assusiiat affect the reported amounts of assetsiahilities and disclosure of conting:
assets and liabilities at the date of the finanstdtements and the reported amounts of revenudsegpenses during the repor
period. Actual results could differ from thoseimsttes.

The consolidated financial statements of the Compmaeiude the accounts of all subsidiaries; siguifit intercompany accounts i
transactions have been eliminated.

Prior period amounts have been reclassified toaromfto current period classifications, including tteclassification of assets
liabilities related to discontinued operations ba balance sheet from a separate line item tovalgleis and other assets and accounts pa
accrued expenses and liabilities.

The Company has evaluated all events or transactioough the date of this filing. The Company dimt have any mater
subsequent events that impacted its consolidatetidial statements.

Effective July 1, 2009, the Company adopted thevipions of the Financial Accounting Standards Bog@FASB”), Accounting
Standards Codification, (the “Codification¥yhich is now the source of authoritative GAAP. Whhe Codification did not change GAAP,
existing authoritative accounting literature, witlrtain exceptions, was superseded and incorpomatedhe Codification. As a result, pre-
Codification references to GAAP have been elimidate
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Cash and Cash Equivalent€Cash and cash equivalents include cash on handjrasndue from banks and overnight deposits.
Company maintains its cash and cash equivalentighly rated financial institutions, and at timbgse balances exceed insurable amounts.

Receivables and Other AssetReceivables and other assets totaled $8.9 millowrfaDecember 31, 2010, and consist of
million of assets related to discontinued operatj&i.4 million of restricted cash, $1.1 millionated to escrow advances, $0.7 million of
estate owned (“REO") securitization trusts, $0.6 million of capitation expenses related to equity and bond issueoste $0.6 million ¢
accrued interest receivable, $0.4 million of prepaipenses and $0.1 million of deferred tax asshe restricted cash of $1.4 million inclu
$1.2 million held by counterparties as collatemal liedging instruments and $0.2 million as colkitéor a letter of credit related to the leas
the Companys corporate headquarters. Receivables and otbetsastaled $11.4 million as of December 31, 2@@@, consist of $4.2 millic
of assets related to discontinued operations, 88lion of restricted cash, $2.0 million of accruaderest receivable, $0.7 million of ot
assets, $0.5 million of real estate owned (“RE@"securitization trusts, $0.5 million of capitaltion expenses related to equity and |
issuance cost, $0.3 million of prepaid expenses$h# million related to escrow advances. Theridstl cash of $3.0 million includes $
million held by counterparties as collateral fodgig instruments and $0.1 million as collateralddetter of credit related to the lease of
Company’s corporate headquarters.

Investment Securities Available for Sal&éhe Company's investment securities include RMB®mised of Fannie Mae, Fred
Mac, nonAgency RMBS and CLOs. Investment securities araesified as available for sale securities and apsrted at fair value wii
unrealized gains and losses reported in other celmemsive income (“OCI”")Realized gains and losses recorded on the salevestimer
securities available for sale are based on theifap@tentification method and included in realizgdin (loss) on sale of securities and rel
hedges in the consolidated statements of operatlmshase premiums or discounts on investmentriiesuare amortized or accretec
interest income over the estimated life of the gtireent securities using the effective yield methddjustments to amortization are made
actual prepayment activity.

When the fair value of an investment security ssl¢han its amortized cost at the balance sheet that security is considel
impaired. The Company assesses its impaired siesuoih at least a quarterly basis, and designatgs immpairments as either “temporamy”
“other-than-temporary.If the Company intends to sell an impaired secuiityit is more likely than not that it will be reged to sell th
impaired security before its anticipated recovémgn it must recognize an other-th@mporary impairment through earnings equal toethtée
difference between the investment’'s amortized aostits fair value at the balance sheet date elf@Gbmpany does not expect to sell an other
than-temporarily impaired security, only the pantiof the other-thatemporary impairment related to credit losses ogaized throug
earnings with the remainder recognized as a comyarfeother comprehensive income (loss) on the aligeted balance sheet. Impairme
recognized through other comprehensive income )(lass not impact earnings. Following the recognitioh an other-thatemporar
impairment through earnings, a new cost basistabéshed for the security and may not be adjusdedsubsequent recoveries in fair ve
through earnings. However, other-thi@mporary impairments recognized through earningg be accreted back to the amortized cost ba
the security on a prospective basis through inténeesme. The determination as to whether an dti@ntemporary impairment exists and
so, the amount considered other-thh@mporarily impaired is subjective, as such deteations are based on both factual and subje
information available at the time of assessmentaA®sult, the timing and amount of other-themporary impairments constitute mate
estimates that are susceptible to significant ceang
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Mortgage Loans Held in Securitization TrustdMortgage loans held in securitization trusts argabe adjustable rate mortge
("ARM") loans transferred to New York Mortgage Tr@905-1, New York Mortgage Trust 2005-2 and NewkvBortgage Trust 2008-tha
have been securitized into sequentially rated ekae$ beneficial interests. Mortgage loans helseiouritization trusts are carried at their un
principal balances, net of unamortized premiumiscalint, unamortized loan origination costs anovedince for loan losses.

Interest income is accrued and recognized as reveiien earned according to the terms of the moetdg@ans and when, in t
opinion of management, it is collectible. The aatrof interest on loans is discontinued when, imaggement opinion, the interest is r
collectible in the normal course of business, Iuhd case when payment becomes greater than 90déégguent. Loans return to accr
status when principal and interest become curnethtaae anticipated to be fully collectible.

Mortgage Loans Held for InvestmentMortgage loans held for investment are stated paighprincipal balance, adjusted for
unamortized premium or discount, deferred feesxperses, net of valuation allowances. Interesirimeis accrued on the principal amour
the loan based on the loantontractual interest rate. Amortization of prems$ and discounts is recorded using the effectivdd
method. Interest income, amortization of premiwand discounts and prepayment fees are reporteddrest income. Loans are considere
be impaired when it is probable that, based uporeatiinformation and events, the Company will Ibahle to collect all amounts due ur
the contractual terms of the loan agreement. Bagrdtie facts and circumstances of the individoahs being impaired, loan specific valua
allowances are established for the excess carmahge of the loan over either: (i) the present gadfiexpected future cash flows discounte
the loan’s original effective interest rate, (lietestimated fair value of the loaninderlying collateral if the loan is in the pres®f foreclosui
or otherwise collateral dependent, or (iii) then@aobservable market price.

Investment in Limited Partnership InteresfThe Company has an equity investment in a limitadnership. In circumstanc
where the Company has a noontrolling interest but either owns a significanterest or is able to exert influence over theuiadf of the
enterprise, the Company utilizes the equity metbbdccounting. Under the equity method of accagytihe initial investment is increa:
each period for additional capital contributionsl an proportionate share of the entyarnings and decreased for cash distributionse
proportionate share of the entity’s losses.

Management periodically reviews its investmentsifopairment based on projected cash flows fromehtty over the holdin
period. When any impairment is identified, thedstments are written down to recoverable amounts.

Allowance for Loan Losses on Mortgage Loans Hel&dauritization Trusts We establish an allowance for loan losses bas
management's judgment and estimate of credit lashesent in our portfolio of mortgage loans heldsécuritization trusts.

Estimation involves the consideration of variousdit-related factors including but not limited toacroeconomic conditions, tl
current housing market conditions, loanviue ratios, delinquency status, historical crémis severity rates, purchased mortgage insul
the borrower's current economic condition and oflaetors deemed to warrant consideration. Additignave look at the balance of a
delinquent loan and compare that to the currentevaf the collateralizing property. We utilize \ars home valuation methodologies incluc
appraisals, broker pricing opinions (“BPOs”"), imtetbased property data services to review comparablgepties in the same area or cor
with a realtor in the property's area.

Comparing the current loan balance to the propeatye determines the current loan-to-value (“LTV&}io of the loan. General
we estimate that a first lien loan on a propertgt thoes into a foreclosure process and becomesstate owned (“REO”)esults in th
property being disposed of at approximately 84%hefcurrent appraised value. This estimate is basetianagement's experience as we
realized severity rates since issuance of our g&maiions. During 2008, as a result of the sigrafit deterioration in the housing market,
revised our policy to estimate recovery values #ase current home valuations less expected costdigpose. These costs typici
approximate 16% of the current home value. It issilile given the deteriorating market conditiongegienced since 2008 that we may re:
less than that return in certain cases. Thus, fostlien loan that is delinquent, we will adjube property value down to approximately 84¢
the current property value and compare that toctireent balance of the loan. The difference deteesiithe base provision for the loan
taken for that loan. This base provision for a ipatar loan may be adjusted if we are aware of ifijgecircumstances that may affect
outcome of the loss mitigation process for thahldedominately, however, we use the base resemwder for our reserve.

The allowance for loan losses will be maintainesbtigh ongoing provisions charged to operating ine@nd will be reduced
loans that are charged off. As of December 31, 20allowance for loan losses held in securitimatirusts totaled $2.6 million. T
allowance for loan losses was $2.6 million at Delsen81, 2009.

Financing Arrangements, Portfolio Investmentinvestment securities available for sale are typicfinanced with repurcha
agreements, a form of collateralized borrowing Whig secured by the securities on the balance .st&gth financings are recorded at t
outstanding principal balance with any accruedreégedue recorded as an accrued expense.
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Collateralized Debt Obligations (“CDO”) \We use CDOs to permanently finance our loans heldeicuritization trusts. F
financial reporting purposes, the ARM loans helad@ltateral are recorded as assets of the Compashyhe CDO is recorded as the Company’
debt. The transaction includes interest rate cagshnare held by the securitization trust and rdedras an asset or liability of the Comp.
The Company has completed four securitizationsesinception, the first three were accounted foa @grmanent financing and the fourth
accounted for as a sale and accordingly, not irelud the Company’s financial statements.

Subordinated Debentures (Netpubordinated debentures are trust preferred sieautiitat are fully guaranteed by the Company
respect to distributions and amounts payable ujquidation, redemption or repayment. These sdeasriare classified as subordine
debentures in the liability section of the Compamonsolidated balance sheet.

Convertible Preferred Debentures (Neffhe Company issued $20.0 million in Series A Cotibler Preferred Stock that maturec
December 31, 2010. The outstanding shares weremneed by the Company at the $20.00 per share &tjoid preference plus accrt
dividends on December 31, 2010.

Derivative Financial Instruments The Company has developed risk management progeamds processes, which incl
investments in derivative financial instrumentsigesd to manage interest rate risk associateditgitecurities investment activities.

Derivative instruments contain an element of riskthe event that the counterparties may be unablmeet the terms of su
agreements. The Company minimizes its risk expolsydéniting the counterparties with which it ergéénto contracts to banks and investn
banks who meet established credit and capital ipele Management does not expect any counterpartyefault on its obligations at
therefore, does not expect to incur any loss dwstmterparty default. In addition, all outstandintgerest rate swap agreements haviatgra
margin call capabilities, meaning the Company weljuire margin for interest rate swaps that aréhé Companys favor, minimizing an
amounts at risk.

Interest Rate Risk The Company hedges the aggregate risk of inteagstfluctuations with respect to its borrowinggaelless ¢
the form of such borrowings, which require paymdrased on a variable interest rate index. The Casnganerally intends to hedge only
risk related to changes in the benchmark interagt® (London Interbank Offered Rate (“LIBOR™he Company applies hedge accour
utilizing the cash flow hedge criteria.

In order to reduce such risks, the Company entétsswap agreements whereby the Company receivan) rate payments
exchange for fixed rate payments, effectively catimg the borrowing to a fixed rate. The Comparsoatnters into cap agreements whel
in exchange for a premium, the Company is reimhilifgeinterest paid in excess of a certain cappéel r

To qualify for cash flow hedge accounting, interagé swaps and caps must meet certain criteghadimng:
. the items to be hedged expose the Company to stexte risk; and

. the interest rate swaps or caps are expected amdbeontinue to be highly effective in reducing @@mpany's expost
to interest rate risk.

The fair values of the Company's interest rate sagyqgements and interest rate cap agreements sed ba values provided
dealers who are familiar with the terms of thestrirments. Correlation and effectiveness are pieadlg assessed at least quarterly based
a comparison of the relative changes in the fdiragor cash flows of the interest rate swaps apd and the items being hedged.

For derivative instruments that are designatedquadify as a cash flow hedge (i.e. hedging the syp®to variability in expect
future cash flows that is attributable to a pattcuisk), the effective portion of the gain or dosn the derivative instruments are reported
component of OCI and reclassified into earningghi@ same period or periods during which the hedgadsaction affects earnings. -
remaining gain or loss on the derivative instruraéntexcess of the cumulative change in the pressne of future cash flows of the hed
item, if any, is recognized in current earningsimigithe period of change.
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With respect to interest rate swaps and caps #nat hot been designated as hedges, any net payoretes or fluctuations in tl
fair value of, such swaps and caps, will be recogphin current earnings.

Termination of Hedging Relationship§he Company employs a number of risk managemenitorang procedures to ensure 1
the designated hedging relationships are demoimgjraand are expected to continue to demonstratdgla level of effectiveness. Hec
accounting is discontinued on a prospective bésiss determined that the hedging relationshimaslonger highly effective or expected tc
highly effective in offsetting changes in fair valof the hedged item.

Additionally, the Company may elect to un-designatéedge relationship during an interim period agdesignate upon tl
rebalancing of a hedge profile and the correspantiedge relationship. When hedge accounting isodiswued, the Company continues
carry the derivative instruments at fair value witranges recorded in current earnings.

Revenue Recognitioninterest income on our residential mortgage loamd mortgagdacked securities is a combination of
interest earned based on the outstanding prinbgdahce of the underlying loan/security, the casitral terms of the assets and the amortiz
of yield adjustments, principally premiums and digats, using generally accepted interest methodds.net GAAP cost over the par balanc
self-originated loans held for investment and premiand discount associated with the purchase ofgagebacked securities and loans
amortized into interest income over the lives af tinderlying assets using the effective yield meths adjusted for the effects of estim
prepayments. Estimating prepayments and the rengaterm of our interest yield investments requirgnagement judgment, which involv
among other things, consideration of possible ®itimterest rate environments and an estimate of bowowers will react to tho
environments, historical trends and performance d¢tual prepayment speed and actual lives coutddse or less than the amount estim
by management at the time of origination or puretzEfshe assets or at each financial reportingoperi

With respect to interest rate swaps and caps that hot been designated as hedges, any net payamelets or fluctuations in the
fair value of, such swaps and caps will be recagphin current earnings.
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Other Comprehensive Income (Los$pther comprehensive income (loss) is comprised gmilgnof income (loss) from changes
value of the Company’ available for sale securities, and the impactieferred gains or losses on changes in the fairevaf derivativ
contracts hedging future cash flows.

Employee Benefits PlansThe Company sponsors a defined contribution filaa “Plan”)for all eligible domestic employees. 1
Plan qualifies as a deferred salary arrangemergrns®@ection 401(k) of the Internal Revenue Code.ddtide Plan, participating employees |
defer up to 15% of their priax earnings, subject to the annual Internal Regeé@ade contribution limit. The Company may matchtdbution:
up to a maximum of 25% of the first 5% of salaryfoyees vest immediately in their contribution aedt in the Compang’contribution at
rate of 25% after two full years and then an inaatal 25% per full year of service until fully vedtat 100% after five full years of serv
There were no contributions to the Plan for theyemded December 31, 2010 and 2009.

Stock Based CompensatiolCempensation expense for equity based awards @gméred over the vesting period of such awi
based upon the fair value of the stock at the giats.

Income Taxes The Company operates so as to qualify as a RElTerutite requirements of the Internal Revenue (
Requirements for qualification as a REIT includerimas restrictions on ownership of the Compangtock, requirements concerr
distribution of taxable income and certain resimits on the nature of assets and sources of incAnREIT must distribute at least 90% of
taxable income to its stockholders of which 85%smny undistributed amounts from the prior yeartrivesdistributed within the taxable y
in order to avoid the imposition of an excise t@ike remaining balance may extend until timely §liof the Company tax return in tr
subsequent taxable year. Qualifying distributiohtamable income are deductible by a REIT in cormgutaxable income.

HC is a taxable REIT subsidiary and therefore stibfe corporate federal income taxes. Accordinglgferred tax assets ¢
liabilities are recognized for the future tax cansences attributable to differences between thanfiral statement carrying amounts of exis
assets and liabilities and their respective tave hgoon the change in tax status. Deferred taxsiaset liabilities are measured using enacte
rates expected to apply to taxable income in tla@sym which those temporary differences are exguett be recovered or settled. The effec
deferred tax assets and liabilities of a changexirates is recognized in income in the period itheludes the enactment date.

Accounting Standards Codification Topic 740 Accanmgtfor Income Taxes (“ASC 740rovides guidance for how uncertain
positions should be recognized, measured, preseselddisclosed in the financial statements. ASC rédjuires the evaluation of tax positi
taken or expected to be taken in the course ofgpiegp the Company’s tax returns to determine whrethhe tax positions are “more-likely-than-
not” of being sustained by the applicable tax authofitysituations involving uncertain tax positionsated to income tax matters, we do
recognize benefits unless it is more likely thamhthat they will be sustained. ASC 740 was appl@edll open taxable years as of the effec
date. Managemerst’determinations regarding ASC 740 may be subfeotview and adjustment at a later date based aorfincluding, bt
not limited to, an ongoing analysis of tax lawgulations and interpretations thereof. The Compaiflyrecognize interest and penalties, if ¢
related to uncertain tax positions as income tgease.

Earnings Per Share Basic earnings per share excludes dilution andoisputed by dividing net income available to com
stockholders by the weightedkerage number of shares of common stock outstgrfdinthe period. Diluted earnings per share réslehe
potential dilution that could occur if securities @her contracts to issue common stock were exegicor converted into common stocl
resulted in the issuance of common stock that ghemed in the earnings of the Company.

Loans Sold to Third Parties Fhe Company sold its discontinued mortgage lentinginess in March 2007. In the normal cour:
business, the Company is obligated to repurchaseslbased on violations of representations andawties in the loan sale agreements.
Company did not repurchase any loans during thé&veéanmonths ended December 31, 2010 and 2009.

The Company periodically receives repurchase regussed on alleged violations of representatioisvearranties, each of whi
management reviews to determine, based on managisneeperience, whether such requests may reasobatlidgemed to have merit. As
December 31, 2010, we had a total of $2.0 millibnrresolved repurchase requests that managemeciuded may reasonably be deeme
have merit, against which the Company has a ressinamproximately $0.3 million. The reserve is éon one or more of the followi
factors; historical settlement rates, property gadacuring the loan in question and specific sutlg discussions with third parties.
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A Summary of Recent Accounting Pronouncementsv#l
Fair Value Measurements and Disclosures (ASC |

In January 2010, the FASB issued ASU 201046@roving Disclosures about Fair Value Measuremémtenhance the usefuln
of fair value measurements. The amended guidangeres both the disaggregation of information ina@e existing disclosures, as well as
inclusion of more robust disclosures about valuatechniques and inputs to recurring and nonreogirfair value measurements. This A
amends ASC 820 to add new requirements for distdgsabout transfers into and out of Levels 1 arah@ separate disclosures al
purchases, sales, issuances, and settlementsigelatLevel 3 measurements. This ASU also clariieisting fair value disclosures about
level of disaggregation and about inputs and vadnaechniques used to measure fair value. Furthexr ASU amends guidance on employers’
disclosures about postretirement benefit plan assetler ASC 715 to require that disclosures beigeavby classes of assets instead ¢
major categories of assets. This ASU is effectimetlfie first reporting period (including interimnmas) beginning after December 15, 2(
except for the requirement to provide the Levetfvity of purchases, sales, issuances, and satiesron a gross basis, which will be effec
for fiscal years beginning after December 15, 2@t@] for interim periods within those fiscal yedesrly adoption is permitted. The adop
of this standard did not affect our financial cdiwdi, results of operations or cash flows.

Consolidation (ASC 810)

In June 2009, the FASB amended the guidance farméting whether an entity is a variable interestite, or VIE, including
requiring a qualitative rather than quantitativalgsis to determine the primary beneficiary of &\tontinuous assessments of whethe
enterprise is the primary beneficiary of a VIE, @amthanced disclosures about an enterpigs/olvement with a VIE. The guidance require
entity to consolidate a VIE if (i) it has the powerdirect the activities that most significantiypact the VIE's economic performance anc
the obligation to absorb the losses of the VIEh® tight to receive the benefits from the VIE, whiwould be significant to the VIE. T
pronouncement is effective for fiscal years begigrafter November 15, 2009. On January 1, 20¥Cthmpany adopted the FASB guide
for determining whether an entity is a variableeiest entity; such adoption did not have a mateiffaict on our financial condition, results
operations or cash flows.

Receivables (ASC 31

In July 2010, the FASB issued ASU No. 2010-R&ceivables (Topic 310): Disclosures about the Credit Quality of Financ
Receivables and the Allowance for Credit Los. The ASU amends FASB Accounting Standards Cattifio Topic 310Receivables ta
improve the disclosures that an entity providesualiwe credit quality of its financing receivabbasd the related allowance for credit losses
a result of these amendments, an entity is requedisaggregate, by portfolio segment or clasdirgncing receivables, certain exist
disclosures and provide certain new disclosuresitaibofinancing receivables and related allowaioeecredit losses. This ASU is effective
interim and annual reporting periods ending onfareDecember 15, 2010. The disclosures relatetoibled debt restructurings have b
temporarily delayed. Currently, that guidance isicgmated to be effective for interim and annuatipégs ending after June 15, 2011.
adoption of this standard did not affect our finahcondition, results of operations or cash flows.
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2. Investment Securities Available For Sale, at Fair ¥lue

Investment securities available for sale consisheffollowing as of December 31, 2010 (dollar amtsun thousands):

Amortized Unrealized Unrealized Carrying
Cost Gains Losses Value
Agency RMBS (1) $ 45.86¢ $ 1,66« $ — 3 47,52¢
Non Agency RMB¢S 10,07: 8C (1,166 8,98¢
CLOs 11,28t¢ 18,24( — 29,52¢
Total $ 67,22: $ 19,98 $ (1,166 $ 86,04(

(1) Agency RMBS includes only Fannie Mae issuezligges at December 31, 2010.

Investment securities available for sale consisheffollowing as of December 31, 2009 (dollar amtsun thousands):

Amortized Unrealized Unrealized Carrying
Cost Gains Losses Value
Agency RMBS (1) $ 112,52t $ 3,701 % — 3 116,22t
Non Agency RMB<S 40,257 4,76¢ (2,155 42,86¢
CLOs 9,187 8,417 — 17,59¢
Total $ 161,96¢ $ 16,877 $ (2,155 $ 176,69:

(1) Agency RMBS includes only Fannie Mae issuazligges at December 31, 2009.

The Company commenced its strategy of diversifyilsgportfolio to manage more elements of credik iy purchasing $46
million face amount of CLOs on March 31, 2009 g@iuachase price of approximately $9.0 million. Timarked the Compangfirst investmer
outside of RMBS or other mortgagelated assets. In addition, during the secondtfaindl quarters of 2009, the Company further diiferd its
portfolio by purchasing approximately $45.6 millicarrent par value of noAgency RMBS at an average cost of 60% of par.e $45.(
million current par value of non-Agency RMBS purskd represents the senior cash flows of the ajiydicteal structures.

The Company had proceeds from sales of investneentrisies of $46.0 million and $296.6 million fdret years ended December
2010 and 2009, respectively, and reclassified agisgfrom accumulated other comprehensive incorteéarnings of $5.0 million and $:
million for the years ended December 31, 2010 &@@iB2respectively.

Actual maturities of our available for sale sedastare generally shorter than stated contractaalnities (which range up to
years), as they are affected by the contractuasliof the underlying mortgages, periodic payment$ prepayments of principal. As
December 31, 2010 and 2009, the weighted averggected life of the Company’available for sale securities portfolio is appmately 2:
years and 26 years, respective
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The following tables set forth the stated resetgolsrof our investment securities available foesatl December 31, 2010 (dollar

amounts in thousands):

Agency RMBS
Non-Agency RMBS

Collateralized Loan Obligation

Total

More than More than
Less than 6 Months 24 Months
6 Months To 24 Months To 60 Months Total
Carrying Carrying Carrying Carrying
Value Value Value Value
$ 25,81t $ 531: $ 16,400 $ 47 ,52¢
8,98¢ — — 8,98¢
29,52¢ — — 29,52¢
$ 64,327 $ 531 $ 16,400 3 86,04(

The following tables set forth the stated resefiqusr of our investment securities available foresal December 31, 2009 (do

amounts in thousands):

Agency RMBS
Non-Agency RMBS

Collateralized Loan Obligation

Total

More than More than
Less than 6 Months 24 Months
6 Months To 24 Months To 60 Months Total
Carrying Carrying Carrying Carrying
Value Value Value Value
$ — 3 42.89: $ 73,33: $ 116,22¢
22,06t 4,86t 15,936 42 ,86¢
17,59¢ — — 17,59¢
$ 39,66¢ $ 47,75¢  $ 89,26¢ $ 176,69:

The following table presents the Company's investngecurities available for sale in an unrealizesk|position, aggregated
investment category and length of time that indigildsecurities have been in a continuous unrealizesl position at December 31, 2010
December 31, 2009, respectively, as follows (da@taounts in thousands):

December 31, 2010

Non-Agency RMBS
Total

December 31, 2009

Non-Agency RMBS
Total

Less than 12 Months Greater than 12 months Total
Gross Gross
Carrying Gross Unrealize Carrying Unrealized Carrying Unrealized
Value Losses Value Losses Value Losses
$ — — 6,43¢ $ 1,16¢€ $ 6,43¢ $ 1,16¢
$ — — 6,43¢ $ 1,16¢€ $ 6,43¢ $ 1,16¢
Less than 12 Months Greater than 12 months Total
Gross Gross
Carrying Gross Unrealize Carrying Unrealized Carrying Unrealized
Value Losses Value Losses Value Losses
$ — — 14,69: $ 2,158 $ 14,69: $ 2,15¢
$ — — $ 14,69: $ 2,158 $ 14,69: $ 2,15¢
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3. Mortgage Loans Held in Securitization Trusts and Ral Estate Owned

Mortgage loans held in securitization trusts (reathsist of the following at December 31, 2010 aret&nber 31, 2009 (dol
amounts in thousands):

December 31,

2010 2009
Mortgage loans principal amount $ 229,320 $ 277,000
Deferred origination costs — net 1,451 1,75C
Reserve for loan losses (2,589 (2,58))
Total $ 228,18' $ 276,17t

Allowance for Loan lossesThe following table presents the activity in thengmany's allowance for loan losses on mortgage
held in securitization trusts for the years endedgénber 31, 2010 and 2009, respectively (dollanarson thousands):

Years ended December 31,

2010 2009
Balance at beginning of period $ 2581 $ 844
Provisions for loan losses 1,56( 2,192
Transfer to real estate owned (564, (40€)
Charge-offs (988 (49
Balance at the end of period $ 258¢ $ 2,581

On an ongoing basis, the Company evaluates theuadg®f its allowance for loan losses. The Compaajlowance for loan loss
at December 31, 2010 was $2.6 million, represerttit@ basis points of the outstanding principal bedéaof loans held in securitization trust
of December 31, 2010, as compared to 93 basis pamtof December 31, 2009. As part of the Companifowance for loan adequi
analysis, management will access an overall lef@lllowances while also assessing credit lossesr@tt in each noperforming mortgac
loan held in securitization trusts. These estimateslve the consideration of various credit rethfactors, including but not limited to, curr
housing market conditions, current loan to valuigosa delinquency status, borrowgrturrent economic and credit status and othevasl
factors.

Real Estate Owned Fhe following table presents the activity in thengany’s real estate owned held in securitization trustgHe
years ended December 31, 2010 and 2009 (dollar mtsduthousands

December 31,

2010 2009
Balance at beginning of period $ 54¢ $ 1,36¢
Write downs (193 (70
Transfer from mortgage loans held in securitizatiosts 1,39¢ 82¢
Disposal (1,011 (1,57¢)
Balance at the end of period $ 74C $ 54€

Real estate owned held in securitization trustsrarieided in receivables and other assets on tlanba sheet and write downs
included in provision for loan losses in the stagatrof operations for reporting purposes.

All of the Companys mortgage loans and real estate owned held iniseation trusts are pledged as collateral for ¢béateralize
debt obligations (“CDOs") issued by the Companys & December 31, 2010 and December 31, 2009, tilep@nys net investment in tl
securitization trusts, which is the maximum amaefrthe Companys investment that is at risk to loss and represetslifference between f
carrying amount of the loans and real estate owred in securitization trusts and the amount of C®6utstanding, was $8.9 million ¢
$10.0 million, respectively.
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The following sets forth delinquent loans, inclugireal estate owned through foreclosure (REQO) impoutfolio as of December 31,
2010 and December 31, 2009 (dollar amounts in tiols):

December 31, 2010

Number of Delinquent Total % of Loan
Days Late Loans Dollar Amount Portfolio
30-60 7 $ 2,51t 1.09%
61-90 4 $ 4,362 1.8%%
90+ 35 $ 18,19 7.9(%
Real estate owned through foreclosure 3 $ 894 0.3%%

December 31, 2009

Number of Delinquent Total % of Loan
Days Late Loans Dollar Amount Portfolio
30-60 5 $ 2,81¢ 1.01%
61-90 4 $ 1,15( 0.41%
90+ 32 $ 15,91¢ 5.7:%
Real estate owned through foreclosure 2 $ 73S 0.27%

4. Investment in Limited Partnership

The Company has a namntrolling, unconsolidated limited partnershipeirgst in an entity that is accounted for usingebaity
method of accounting. Capital contributions, disttions, and profits and losses of the entity alecated in accordance with the terms of
limited partnership agreement. The Company owng/4 08 the equity of the limited partnership, but has decisiommaking powers, ar
therefore does not consolidate the limited partriprsOur maximum exposure to loss in this varighterest entity is our net cash investe
$18.2 million at December 31, 2010.

During the third and fourth quarters of 2010, H@eisted, in exchange for limited partnership intex,e$19.4 million in a limite
partnership that was formed for the purpose of &icgy servicing, selling or otherwise disposingfioét-lien residential mortgage loans. ~

pool of mortgage loans was acquired by the partieis a significant discount to the loans’ unpgithcipal balance.

At December 31, 2010, the Company had an investinemiimited partnership of $18.7 million. Fortlyear ended December
2010, the Company recognized income from the imrest in limited partnership of $0.5 million.

The balance sheet of the investment in limitednasthip at December 31, 2010 is as follows (da@lfaounts in thousands):

Assets

Cash $ 152

Mortgage loans held for sale (net) 18,07:

Other assets A47¢
Total Assets $ 18,70:

Liabilities & Partners’ Equity

Other liabilities $ 37
Partners’ equity 18,66¢
Total Liabilities & Partners’ Equity $ 18,70:

The statement of operations of the investmenmniitdid partnership for the year ended December @10 2s as follows (dollar
amounts in thousands):

Statement of Operations

Interest income $ 48¢
Realized gain 164

Total Income 652
Other expenses (157)

Net Income $ 49¢€
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5. Derivative Instruments and Hedging Activities

The Company enters into derivative instruments anage its interest rate risk exposure. These damvanstruments incluc
interest rate swaps and caps entered into to reidterest expense costs related to our repurchgigements, CDOs and our subordin
debentures. The Companyinterest rate swaps are designated as cash #dgek against the benchmark interest rate rislciated with it:
short term repurchase agreements. There weregsis iceurred at the inception of our interest sataps, under which the Company agre:
pay a fixed rate of interest and receive a variaitkrest rate based on one month LIBOR, on thnatamount of the interest rate swaps.
Company'’s interest rate swap notional amounts ased on an amortizing schedule fixed at the sttg df the transaction. The Company’
interest rate cap transactions are designated sidl@a hedges against the benchmark interest iskeassociated with the CDOs and
subordinated debentures. The interest rate capaciions were initiated with an upfront premiurattts being amortized over the life of
contract.

The Company documents its rigkanagement policies, including objectives and agias, as they relate to its hedging activities
upon entering into hedging transactions, documethits relationship between the hedging instrument dhd hedged liabilit
contemporaneously. The Company assesses, boticgttion of a hedge and on an on-going basis, wheath not the hedge ishighly
effective” when using the matched term basis.

The Company discontinues hedge accounting on gectise basis and recognizes changes in the fairevilarough earning
when: (i) it is determined that the derivativens longer effective in offsetting cash flows of ediged item (including forecasted transactic
(i) it is no longer probable that the forecastemhsaction will occur; or (iii) it is determinedathdesignating the derivative as a hedge
longer appropriate. The Company’s derivative instents are carried on the Companlgalance sheet at fair value, as assets, if fhieivalue
is positive, or as liabilities, if their fair valuse negative. The Company’s derivative instrumemtsdesignated as “cash flow hedgesdnge
in their fair value are recorded in accumulateceottomprehensive income(loss), provided that tligée are effective. A change in fair ve
for any ineffective amount of the Compasyderivative instruments would be recognized imieas. The Company has not recognized
change in the value of its existing derivative iastents through earnings as a result of ineffentgs of any of its hedges.

The following table presents the fair value of dative instruments and their location in the Compartonsolidated balance she
at December 31, 2010 and December 31, 2009, résplgaidollar amounts in thousands):

December 31, December 31,
Derivative Designated as Hedging Balance Sheet Location 2010 2009
Interest Rate Caps Receivables and other assets $ — 8 4
Interest Rate Swaps Derivative liabilities 1,087 2,511

The following table presents the impact of the Camps derivative instruments on the Companyaccumulated oth
comprehensive income(loss) for the years endedibleee31, 2010 and 2009 (dollar amounts in thougands

Years Ended December 31,
Derivative Designated as Hedging Instruments 2010 2009

Accumulated other comprehensive income(loss)
for derivative instruments:

Balance at beginning of the period $ (2,909 $ (5,560)
Unrealized gain on interest rate caps 394 974
Unrealized gain (loss) on interest rate swaps 1,42 1,682

Reclassification adjustment for net gains (losses)
included in net income for hedges — —
Balance at end of the period $ (1,087 $ (2,904

The Company estimates that over the next 12 moatihsioximately $0.9 million of the net unrealizeddes on the interest r
swaps will be reclassified from accumulated otl@nprehensive income/(loss) into earnings.
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The following table details the impact of the Comya interest rate swaps and interest rate caps iedlidinterest expense for
years ended December 31, 2010 and 2009 (dollar mtsduthousands

Years Ended December 31,
2010 2009

Interest Rate Caps:
Interest expense-investment securities
and loans held in securitization trusts $ 30 $ 637
Interest expense-subordinated debentures 92 358
Interest Rate Swaps:
Interest expense-investment securities and
loans held in securitization trusts 2,51t 3,22¢

Interest Rate SwapsThe Company is required to pledge assets underladsal margin arrangement, including either cae
Agency RMBS, as collateral for its interest rateaps, whose collateral requirements vary by couatéypand change over time based or
market value, notional amount, and remaining tefthe interest rate swap (“Swap”)n the event the Company is unable to meet a maa|
under one of its Swap agreements, thereby causireyent of default or triggering an early terminatevent under one of its Swap agreem
the counterparty to such agreement may have thieropd terminate all of such counterpagydutstanding Swap transactions with
Company. In addition, under this scenario, any eslost amount due to the counterparty upon ternonatif the counterpartg’transactior
would be immediately payable by the Company purstarthe applicable agreement. The Company bediévevas in compliance with
margin requirements under its Swap agreements &ecémber 31, 2010 and December 31, 2009. The @aynpad $1.2 million and $-
million of restricted cash related to margin podtedSwaps as of December 31, 2010 and Decemb&(BB, respectively.

The use of interest rate swaps exposes the Contparounterparty credit risks in the event of a défay a Swap counterparty. |
counterparty defaults under the applicable Swapegent the Company may be unable to collect payrtenivhich it is entitled under
Swap agreements, and may have difficulty collectigassets it pledged as collateral against suetp& The Company currently has in p
with all outstanding Swap counterpartiesldieral margin agreements thereby requiring a partpost collateral to the Company for
valuation deficit. This arrangement is intendedinot the Company’s exposure to losses in the eeéa counterparty default.

The following table presents information about @@mpanys interest rate swaps as of December 31, 2010 @@l @ollar amoun
in thousands):

December 31, 2010 December 31, 2009

Weighted Weighted

Average Average

Notional Fixed Pay Notional Fixed Pay

Maturity (1) Amount Interest Rate Amount Interest Rate

Within 30 Days $ 24,08( 29% $ 2,07( 2.99%
Over 30 days to 3 months 2,11( 3.0 3,70( 2.9¢
Over 3 months to 6 months 2,28( 3.0 8,33( 2.9¢
Over 6 months to 12 months 5,60( 3.0¢ 34,54( 2.9¢
Over 12 months to 24 months 16,38( 3.01 34,07( 3.0C
Over 24 months to 36 months 8,38( 2.9 16,38( 3.01
Over 36 months to 48 months — — 8,38( 2.9¢
Over 48 months — — — —
Total $ 58,83( 3.0(% $ 107,47( 2.99%
Q) The Company enters into scheduled amortizing istaege swap transactions whereby the Company géiyed rate of interest ar

receives one month LIBOR.
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Interest Rate Caps Interest rate caps are designated by the Compangsisflow hedges against interest rate risk astatiwitt
the Companys CDOs and the subordinated debentures. The ihtextescaps associated with the CDOs are amortizonrgractual notion
schedules determined at origination. The Comparty$v6.0 million and $182.2 million of interest rat@ps outstanding as of December
2010 and December 31, 2009, respectively. Theseest rate caps are utilized to cap the inteidst on the CDOs at a fixgdte when or
month LIBOR exceeds a predetermined rate.

6. Financing Arrangements, Portfolio Investments

The Company has entered into repurchase agreemsthtghird party financial institutions to finandes RMBS portfolio. Th
repurchase agreements are sh@mnta borrowings that bear interest rates typichlged on a spread to LIBOR, and are secured bRM®S
which they finance. As of December 31, 2010, then@any had repurchase agreements with an outstabdilagce of $35.6 million anc
weighted average interest rate of 0.39%. At Deeandfi, 2009, the Company had repurchase agreeméhtan outstanding balance of $8
million and a weighted average interest rate off %2 At December 31, 2010 and December 31, 2009risies pledged as collateral
repurchase agreements had estimated fair valuesaaindng values of $38.5 million and $91.1 milljorspectively. As of December 31, 2(
the average days to maturity for all repurchaseegents are 29 days.

The follow table summarizes outstanding repurchegeement borrowings secured by portfolio investsi@s of December &
2010 and December 31, 2009 (dollar amounts in dnuis):

Repurchase Agreements by Counterparty

December 31, December 31,

Counterparty Name 2010 2009

Cantor Fitzgerald $ 499( $ 9,64
Credit Suisse First Boston LLC 12,08( 20,471
Jefferies & Company, Inc. 9,47¢ 17,76¢
RBS Greenwich Capital — 22,96:
South Street Securities LLC 9,08¢ 14,26(
Total Financing Arrangements, Portfolio Investments $ 35,63: $ 85,10¢

As of December 31, 2010, the outstanding balan@kempur repurchase agreements was funded at ameelvate of 94% th
implies a haircut of 6%.

In the event we are unable to obtain sufficientrsterm financing through repurchase agreements arwike, or our lenders st
to require additional collateral, we may have tpidate our investment securities at a disadvantagyéme, which could result in losses.
losses resulting from the dispositionafr investment securities in this manner could heaweaterial adverse effect on our operating resut
net profitability.

As of December 31, 2010, the Company had $19.4amilh cash and $47.6 million in unencumbered sdearto meet addition
haircut or market valuation requirements, includ$ig.0 million of RMBS, of which $9.1 million aregéncy RMBS. The $19.4 million
cash and the $18.0 million in RMBS (which, collgety, represents 105% of our financing arrangemerugfolio investments) are liquid a
could be monetized to pay down or collateralizelighiglity immediately.

F-20




7. Collateralized Debt Obligations

The Company’s CDOs, which are recorded as liabditbn the Company’balance sheet, are secured by ARM loans pleds
collateral, which are recorded as assets of thegaom As of December 31, 2010 and December 31,,286Company had CDOs outstant
of $220.0 million and $266.8 million, respectivelys of December 31, 2010 and December 31, 200%uhent weighted average interest
on these CDOs was 0.65% and 0.61%, respectively.CIDOs are collateralized by ARM loans with a ppat balance of $229.3 million a
$277.0 million at December 31, 2010 and December2809, respectively. The Company retained the ovimust certificates, or residt
interest for three securitizations, and, as of Demer 31, 2010 and December 31, 2009, had a nestimeat in the securitizations trusts of ¢
million and $10.0 million, respectively.

The CDO transactions include amortizing interesé reap contracts with an aggregate notional amo@ir§76.0 million as ¢
December 31, 2010 and an aggregate notional amafu$182.2 million as of December 31, 2009, whick aecorded as an asset of
Company. The interest rate caps are carried atvidire and totaled $0 as of December 31, 2010 @ui76 as of December 31, 2C
respectively. The interest rate caps reduce irnteags exposure on these transactions.

8. Subordinated Debentures (Net)

The follow table summarizes outstanding repurclz@seement borrowings secured by portfolio investsias of December 31,
2010 and December 31, 2009 (dollar amounts in tiols):

December 31,

2010 2009
Subordinated debentures $ 45,000 $ 45,00(
Less: unamortized bond issuance costs — (10¢)
Subordinated debentures (net) $ 45,000 $ 44,89:

On September 1, 2005 the Company closed a privatement of $20.0 million of trust preferred seties to Taberna Preferr
Funding Il, Ltd., a pooled investment vehicle. @eeurities were issued by NYM Preferred Trust dl ane fully guaranteed by the Comp
with respect to distributions and amounts payabplendiquidation, redemption or repayment. Theseaisées had a fixed interest rate eque
8.35% up to and including July 30, 2010, at whidinpthe interest rate was converted to a floatag equal to thresronth LIBOR plu
3.95% until maturity (4.24% at December 31, 201Dhe securities mature on October 30, 2035 and beagalled at par by the Company
time after October 30, 2010. The preferred stock'6M Preferred Trust Il has been classified as sdinated debentures in the liability sec
of the Company’s consolidated balance sheet.

On March 15, 2005 the Company closed a privateeptent of $25.0 million of trust preferred secusti® Taberna Preferr
Funding |, Ltd., a pooled investment vehicle. Thewities were issued by NYM Preferred Trust | ane fully guaranteed by the Comp.
with respect to distributions and amounts payablendiquidation, redemption or repayment. Theseistes have a floating interest rate ec
to threemonth LIBOR plus 3.75%, resetting quarterly (4.08%ecember 31, 2010 and 4.00% at December 31,)2088 securities matt
on March 15, 2035 and may be called at par by thagany any time after March 15, 2010. The prefestedk of NYM Preferred Trust | h
been classified as subordinated debentures inabidity section of the Company’s consolidated bbakasheet.

As of March 2, 2011, the Company has not beeniedtifand is not aware, of any event of default urtle covenants for tl
subordinated debentures.
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9. Discontinued Operation

In connection with the sale of our mortgage origjoraplatform assets during the quarter ended M&h2007, we classified ¢
mortgage lending segment as a discontinued oparafAis a result, we have reported revenues andneggerelated to the segment i
discontinued operation for all periods presenteth@maccompanying consolidated financial stateme@estain assets, such as the deferre
asset, and certain liabilities, such as subordéhdebentures and liabilities related to lease ifaslnot sold, are part of our ongoing operat
and accordingly, we have not included these itemgart of the discontinued operation. Assets aatdilities related to the discontint
operation are $4.0 million and $0.6 million, respesy, at December 31, 2010, and $4.2 million &1d8 million, respectively, at Decem
31, 2009, and are included in receivables and adlssets and accounts payable, accrued expensesthardiabilities in the consolidat
balance sheets.

Balance Sheet Dat:

The components of assets related to the discomtioperation as of December 31, 2010 and Decemh&08D are as follows
(dollar amounts in thousands):

December 31,

2010 2009
Accounts and accrued interest receivable $ 18 $ 18
Mortgage loans held for sale (net) 3,80¢ 3,841
Prepaid and other assets 213 35¢
Total assets $ 4,03¢ $ 4,217

The components of liabilities related to the didoared operation as of December 31, 2010 and 2898sfollows (dollar amounts
in thousands):

December 31,

2010 2009
Due to loan purchasers $ 34z % 34z
Accounts payable and accrued expenses 214 1,43¢€
Total liabilities $ 55€ $ 1,77¢

Statements of Operations Da

The statements of operations of the discontinuedatjpn for the years ended December 31, 2010 @08 &re as follows (dollar
amounts in thousands):

For the Year Ended December 31,

2010 2009
Revenues $ 1,40: $ 1,24
Expenses 26€ 45¢€
Income from discontinued operations — net of tax $ 1,138 $ 78€
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10. Commitments and Contingencies

Loans Sold to Third Parties Fhe Company sold its discontinued mortgage lentinginess in March 2007. In the normal cour:
business, the Company is obligated to repurchaseslbased on violations of representations andawties in the loan sale agreements.
Company did not repurchase any loans during thesyeraded December 31, 2010 and 2009.

The Company periodically receives repurchase ragussed on alleged violations of representatiosvearranties, each of whi
management reviews to determine, based on managisneeperience, whether such requests may reasobatldgemed to have merit. As
December 31, 2010, we had a total of $2.0 millibnrresolved repurchase requests that managemeciuded may reasonably be deeme
have merit, against which the Company has a ressinamproximately $0.3 million. The reserve is é&on one or more of the followi
factors; historical settlement rates, property gadacuring the loan in question and specific satlg discussions with third parties.

Outstanding Litigation The Company is at times subject to various legat@edings arising in the ordinary course of businAs
of December 31, 2010, the Company does not belieaeany of its current legal proceedings, indially or in the aggregate, will have
material adverse effect on its operations, findramadition or cash flows.

Leases The Company leases its corporate office undérogt$erm lease agreement expiring in 2013. This lésasecounted for i
an operating lease. Total property lease expemsgiated to $0.2 million for each of the years enBedember 31, 2010 and Decembel
2009.

Letters of Credit- The Company maintains a letter of credit in the ami@f $0.2 million in lieu of a cash security dsjidor its
current corporate headquarters, located at 52 \aildévenue in New York City, for its landlord, Vaerbilt Associates I, L.L.C,
beneficiary. This letter of credit is secured laglt deposited in a bank account maintained at ¥@aidChase bank.

As of December 31, 2010 obligations under wancelable operating leases that have an initiel tf more than one year are
follows (dollar amounts in thousands):

Year Ending December 31, Total

2011 $ 19¢

2012 19¢€

2013 67
$ 45¢
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11. Concentrations of Credit Risk

At December 31, 2010 and 2009, there were geogragnicentrations of credit risk exceeding 5% ofttital loan balances witr
mortgage loans held in the securitization trusts the real estate owned as follows:

December 31,

2010 2009
New York 37.% 38.€%
Massachusetts 25.(% 24.2%
New Jerse 8.7% 8.5%
Florida 5.6% 5.7%
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12. Fair Value of Financial Instruments

The Company has established and documented predessietermining fair values. Fair value is baspdn quoted market pric
where available. If listed prices or quotes areav@ilable, then fair value is based upon intdyndéveloped models that primarily use inj
that are market-based or independently-sourcedehpdcameters, including interest rate yield curves

A financial instrumens categorization within the valuation hierarchyp&sed upon the lowest level of input that is sigaift to th
fair value measurement. The three levels of vaudtierarchy are defined as follows:

Level 1- inputs to the valuation methodology are quotedgsr(unadjusted) for identical assets or lialeiitin active markets.

Level 2- inputs to the valuation methodology include quagtedes for similar assets and liabilities in actimarkets, and inputs tt
are observable for the asset or liability, eitheeatly or indirectly, for substantially the fulttm of the financial instrument.

Level 3- inputs to the valuation methodology are unobdaesand significant to the fair value measurement.

The following describes the valuation methodologissd for the Companyfinancial instruments measured at fair valueyel as
the general classification of such instruments ypamg to the valuation hierarchy.

a. Investment Securities Available for Sale (RMBBair value for the RMBS in our portfolio is based guoted price
provided by dealers who make markets in similaarditial instruments. The dealers will incorporatenowmn market pricin
methods, including a spread measurement to thesling@urve or interest rate swap curve as wellnakerying characteristics of t
particular security including coupon, periodic difel caps, collateral type, rate reset period ag@sening or age of the security
quoted prices for a security are not reasonabljlabla from a dealer, the security will be ckassified as a Level 3 security and,
result, management will determine the fair valusdahon characteristics of the security that the @om receives from the issl
and based on available market information. Managemeviews all prices used in determining valuatiorensure they repres
current market conditions. This review includesveying similar market transactions, comparisonsterest pricing models as w
as offerings of like securities by dealers. The @any's investment securities that are compriseldMBS are valued based uf
readily observable market parameters and are fitassis Level 2 fair values.

b. Investment Securities Available for Sale (CL®@he fair value of the CLO notes, as of December2BD9, was based
managemens’ valuation determined using a discounted futush deows model that management believes would lee iy marke
participants to value similar financial instrumenis December 31, 2010, the fair value of the Cld@es was based on quoted pr
provided by dealers who make markets in similaaricial instruments. The CLO notes were previoutdgsified as Level 3 fe
values and were re-classified as Level 2 fair vainehe fourth quarter of 2010.

c. Interest Rate Swaps and CapsThe fair value of interest rate swaps and capsased on dealer quotes. The m

utilizes readily observable market parameterspuiticly treasury rates, interest rate swap spreadiswaption volatility curves. Tl
Company’s interest rate caps and swaps are cldsifi Level 2 fair values.
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The following table presents the Companyinancial instruments measured at fair value aecarring basis as of December
2010 and December 31, 2009 on the Company’s caladell balance sheets (dollar amounts in thousands):

Measured at Fair Value on a Recurring Basis
at December 31, 2010

Level 1 Level 2 Level 3 Total
Assets carried at fair value:
Investment securities available for sale:

Agency RMBS $ — 4752¢ % — $ 47,52¢
Non-Agency RMBS 8,98t — 8,98t
CLO 29,52¢ — 29,52¢
Total $ $ 86,04 $ — % 86,04(

Liabilities carried at fair value:
Derivative liabilities (interest rate swaps) $ $ 1,087 $ — $ 1,081
Total $ $ 1,087 $ —  $ 1,087

Measured at Fair Value on a Recurring Basis
at December 31, 2009
Level 1 Level 2 Level 3 Total
Assets carried at fair value:
Investment securities available for sale:

Agency RMBS $ $ 116,22t $ — 3 116,22t
Non-Agency RMBS 42,86¢ — 42,86¢
CLO — 17,59¢ 17,59¢
Derivative assets (interest rate caps) — 4 — 4
Total $ — $ 159,09¢ $ 17,59¢ $ 176,69!

Liabilities carried at fair value:
Derivative liabilities (interest rate swaps) $ — % 2511 $ — % 2,511
Total $ — $ 2511 $ — $ 2,511

The following table details changes in valuationtfte Level 3 assets for the years ended Decenthe203.0 and 2009, respectiv
(amounts in thousands):

Investment securities available for sale: CLO
Years Ended December 31,

2010 2009

Balance at beginning of period $ 17,59¢ $ —
Total gains (realized/unrealized)

Included in earnings (1) 2,10( 45¢

Included in other comprehensive income/(loss) 9,82 8,41-
Purchases — 8,72¢
Transfers out of Level 3 (2) (29,526 —
Balance at the end of period $ — $ 17,59¢

(1) — Amounts included in interest income.
(2) — Transfers from Level 3 to Level 2 fair vadudue to management determining that there isablelmarket for these assets based upon
guoted prices provided by dealers who make maiketsnilar investments.
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Any changes to the valuation methodology are regelWwy management to ensure the changes are agteoplis markets a
products develop and the pricing for certain préslubecomes more transparent, the Company contitoesefine its valuatio
methodologies. The methods described above magupeoa fair value calculation that may not be iathe of net realizable value
reflective of future fair values. Furthermore, lghthe Company believes its valuation methods ppeapriate and consistent with other ma
participants, the use of different methodologieasassumptions, to determine the fair value of derfmancial instruments could result il
different estimate of fair value at the reportirgted The Company uses inputs that are currenf eaah reporting date, which may incli
periods of market dislocation, during which timécprtransparency may be reduced. This conditiamdcocause the Compars/financia
instruments to be reclassified from Level 2 to Ueen future periods.

The following table presents assets measuredratdhie on a nomecurring basis as of December 31, 2010 and Deaegihe00!
on the consolidated balance sheets (dollar amanti®usands):

Assets Measured at Fair Value on a Non-Recurring Bas
at December 31, 2010

Level 1 Level 2 Level 3 Total
Mortgage loans held for investment $ — % — % 7,46C $ 7,46(
Mortgage loans held for sale (net) — included in — — 3,80¢ 3,80¢
discontinued operations
Mortgage loans held in securitization trusts (ret) — — 6,57¢ 6,57¢
impaired loans
Real estate owned held in securitization trusts — — 740 740

Assets Measured at Fair Value on a Non-Recurring Bas
at December 31, 2009

Level 1 Level 2 Level 3 Total
Mortgage loans held for sale (net) — included in
discontinued operations $ — % — % 3,841 $ 3,841
Mortgage loans held in securitization trusts (ret)
impaired loans — — 7,09C 7,09C
Real estate owned held in securitization trusts — — 546 546

The following table presents losses incurred faetsmeasured at fair value on a meadrring basis for the years ended Dece!
31, 2010 and December 31, 2009 on the Company'satidated statements of operations (dollar amomnttsousands):

December 31, 201 December 31, 200

Mortgage loans held for sale (net) — included Brdntinued operations $ — 3 24%
Mortgage loans held in securitization trusts (reitnpaired loans 1,56( 2,19:
Real estate owned held in securitization trusts 193 70

Mortgage Loans Held for Sale (neffhe fair value of mortgage loans held for sale)(aet estimated by the Company based o
price that would be received if the loans were ssdvhole loans taking into consideration the aggped characteristics of the loans suc
but not limited to, collateral type, index, intereate, margin, length of fixed interest rate pdritife time cap, periodic cap, underwrit
standards, age and credit.

Mortgage Loans Held in Securitization Trusts (retinpaired Loans 4mpaired mortgage loans held in the securitizatiasts ar
recorded at amortized cost less specific loan tessrves. Impaired loan value is based on managesmestimate of the net realizable v:
taking into consideration local market conditiorfsttte distressed property, updated appraisal vabfigbe property and estimated expel
required to remediate the impaired loan.

Real Estate Owned Held in Securitization TrusRReal estate owned held in the securitization trastsrecorded at net realizs
value. Any subsequent adjustment will result inrbguction in carrying value with the correspondamgount charge to earnings. Net realiz
value based on an estimate of disposal takingdotwsideration local market conditions of the distesl property, updated appraisal valut
the property and estimated expenses requiredltthegbroperty.
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The following table presents the carrying value astimated fair value of the Compasyfinancial instruments at December
2010 and December 31, 2009 (dollar amounts in tiols):

December 31, 2010 December 31, 2009
Carrying Estimated Carrying Estimated
Value Fair Value Value Fair Value
Financial assets:
Cash and cash equivalents $ 19,37t $ 19,37t $ 24,52 $ 24,52;
Investment securities — available for sale 86,04( 86,04( 176,69: 176,69:
Mortgage loans held in securitization trusts (net) 228,18! 206,56( 276,17t 253,83:
Derivative assets — — 4 4
Assets related to discontinued operation-mortgeged
held for sale (net) 3,80¢ 3,80¢ 3,841 3,841
Receivable for securities sold 5,65 5,65: — —
Financial Liabilities:
Financing arrangements, portfolio investments $ 35,63: % 35,63: % 85,10¢ % 85,10¢
Collateralized debt obligations 219,99: 185,60 266,75¢ 211,03:
Derivative liabilities 1,08 1,087 2,511 2,511
Subordinated debentures (net) 45,00( 36,39¢ 44,89: 26,56:
Convertible preferred debentures (net) — — 19,851 19,36

In addition to the methodology to determine the Yailue of the Companyg’financial assets and liabilities reported at Yailue on
recurring basis and narecurring basis, as previously described, the Wihg methods and assumptions were used by the Qoyripaarriving
at the fair value of the Company’s other finan@igtruments in the following table:

a. Cash and cash equivalentEstimated fair value approximates the carrying galfisuch assets.

b. Mortgage Loans Held in Securitization Trusts (reMlortgage loans held in the securitization trustsracorded at amortiz
cost. Fair value is estimated using pricing moaeld taking into consideration the aggregated cheniatics of groups of loans such as, bu
limited to, collateral type, index, interest rateargin, length of fixedate period, life cap, periodic cap, underwritingrglards, age and cre
estimated using the estimated market prices foilainypes of loans.

c. Receivable for securities soldEstimated fair value approximates the carrying ®alfisuch assets.

d. Financing arrangements, portfolio investment$he fair value of these financing arrangements @pprates cost as they .
short term in nature and mature in 30 days.

e. Collateralized debt obligations Fhe fair value of these CDOs is based on discoucdstflows as well as market pricing
comparable obligations.

f. Subordinated debentures (net)rhe fair value of these subordinated debenture§} (midased on discounted cashflows u
management’s estimate for market yields.

g. Convertible preferred debentures (net)lke fair value of the convertible preferred debeggunet) is based on discour
cashflows using management’s estimate for marledtyi
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13. Income taxes

A reconciliation of the statutory income tax prawisto the effective income tax provision for theays ended December 31, 2

and 2009, are as follows (dollar amounts in thodsan

Provision at statutory rate
Non-taxable REIT income
State and local tax provision
Valuation allowance

Total provision

December 31,

2010 2009
2,38: (35.0% $ 3,54¢ (35.0%
(819 11.9% (3,009) 30.(%
414 (6.1)% 142 (1.0%
(1,989 29.2% (680) 6.0%
— —% $ — —%

The income tax provision for the year ended Decen®de 2010 is comprised of the following componeftsllar amounts i

thousands):

Current income tax expense

Deferred income tax expense

Total provision

$ 83
(83)
$ —

The income tax provision for the year ended Decen®ie 2009 is comprised of the following compone(dsllar amounts i

thousands).

Current income tax expense

Deferred income tax expense

Total provision

F-29




The gross deferred tax asset at December 31, 2082610 million. The major sources of temporaryedénces included in the
deferred tax assets and their deferred tax effeof ®ecember 31, 2010 are as follows (dollar an®imthousands):

Deferred tax assets:

Net operating loss carryover $ 25,66:
GAAP reserves 34z
Gross deferred tax asset 26,00
Valuation allowance (25,92)
Net deferred tax asset $ 83

At December 31, 2010, the Company had approxim&a8/million of net operating loss carryforwardsiethmay be used to offs
future taxable income. The carryforwards will expin 2024 through 2029. The Internal Revenue Cdaleep certain limitations on the anr
amount of net operating loss carryforwards that lmamtilized if certain changes in the Compangivnership occur. The Company may t
undergone an ownership change within the meaningRGf section 382 that would impose such a limitatibhe Company is assessing
amount of such limitation, if any. At this time,dsl on managemestassessment of the limitations, management daebetieve that th
limitation would cause a significant amount of empany's net operating losses to expire unused.

The gross deferred tax asset at December 31, 20829.4 million. The major sources of temporaryedénces included in t
deferred tax assets and their deferred tax effeof ®ecember 31, 2009 are as follows (dollar an®imthousands):

Deferred tax assets:

Net operating loss carryover $ 27,69
Mark to market adjustment 46¢
Sec. 267 disallowance 26¢
Charitable contribution carryforward 1
GAAP reserves 42¢
Rent expense 537
Gross deferred tax asset 29,40:
Valuation allowance (29,40)
Net deferred tax asset $ —

The Company files income tax returns with the WeBleral government and various state and locaddigiions. The Company is no
longer subject to tax examinations by tax authesifor years prior to 2007.

14. Segment Reporting

The Company manages a mortgage portfolio whichaipsras one reporting segment.
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15. Capital Stock and Earnings per Share

The Company had 400,000,000 shares of common spacksalue $0.01 per share, authorized with 9,425ahd 9,415,094 sha
issued and outstanding as of December 31, 201@andmber 31, 2009, respectively. As of Decembe2810 and December 31, 2009,
Company had 200,000,000 shares of preferred spaskyalue $0.01 per share, authorized, includi®@@000 shares of Series A Cumula
Convertible Redeemable Preferred Stock (“Seriesré&ePred Stock”) As of December 31, 2010 and December 31, 2009Ctmapany ha
issued and outstanding 0 and 1,000,000 sharesatasgly, of Series A Preferred Stock. Of the comnstock authorized at December
2010, 1,190,000 shares were reserved for issuamber the Companyg’ 2010 Stock Incentive Plan. The Company issueti7Zland 99,0C
shares of common stock during the years ended Dere®1, 2010 and 2009, respectively. In additi@® 8nd 4,000 shares of common s
were forfeited during the years ended DecembeR@10Q and 2009, respectively.

The following table presents cash dividends dedldng the Company on its common stock with respeatédch of the quartel
periods commencing January 1, 2009 and ended Dexe3tdh2010.

Cash
Dividend
Period Declaration Date Record Date Payment Date Per Share
Fourth Quarter 2010 December 20, 2010 December 30, 2010 January 25, 2011 $ 0.1¢
Third Quarter 2010 October 4, 2010 October 14, 2010 October 25, 2010 0.1¢
Second Quarter 2010 June 16, 2010 July 6, 2010 July 26, 2010 0.1¢
First Quarter 2010 March 16, 2010 April 1, 2010 April 26, 2010 0.2t
Fourth Quarter 2009 December 21, 2009 January 7, 2010 January 26, 2010 0.2t
Third Quarter 2009 September 29, 2009 October 13, 2009 October 26, 2009 0.2t
Second Quarter 2009 June 15, 2009 June 26, 2009 July 27, 2009 0.2t
First Quarter 2009 March 25, 2009 April 6, 2009 April 27,2009 0.1¢

The following table presents cash dividends dedléagethe Company on its Series A Preferred Stomifdanuary 1, 2009 through
December 31, 2010.

Cash
Dividend
Period Declaration Date Record Date Payment Date Per Share
Fourth Quarter 2010 December 20, 2010 December 30, 2010 December 31, 201C $ 0.5C
Third Quarter 2010 September 29, 2010 September 30, 2010 October 29, 2010 0.5C
Second Quarter 2010 June 16, 2010 June 30, 2010 July 30, 2010 0.5C
First Quarter 2010 March 16, 2010 March 31, 2010 April 30, 2010 0.6
Fourth Quarter 2009 December 21, 2009 December 31, 2009 January 29, 2010 0.6
Third Quarter 2009 September 29, 2009 September 30, 2009 October 30, 2009 0.6
Second Quarter 2009 June 15, 2009 June 30, 2009 July 30, 2009 0.5¢
First Quarter 2009 March 25, 2009 March 31, 2009 April 30,2009 0.5C

During 2010, taxable dividends for our common staeke $0.23 per share. For tax reporting purpdbes?2010 taxable dividen
were classified as $0.23 per share ordinary incante$.81 per share a return of capital.

During 2009, taxable dividends for our common staeke $0.76 per share. For tax reporting purpdbes2009 taxable dividen
were classified as ordinary income.
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The Company calculates basic net income (loss}ipre by dividing net income (loss) for the petigdveightedaverage shares
common stock outstanding for that period. Dilutedd imcome (loss) per share takes into account fieeteof dilutive instruments, such
convertible preferred stock, stock options and stea restricted or performance stock, but usesattegage share price for the periot
determining the number of incremental shares tfeatabe added to the weighted-average numberaséstoutstanding.

The following table presents the computation ofibasd diluted net income (loss) per share forpgleods indicated (in thousan
except per share amounts):

For the Years Ended December 31,

2010 2009

Numerator :

Net income— Basic $ 6,80t $ 11,67(
Net income from continuing operations 5,67( 10,88¢
Net income from discontinued operations (net of tax 1,13¢ 78€

Effect of dilutive instruments:

Convertible preferred debentures 2,27¢ 2,47¢
Net income— Dilutive 9,07¢ 14,14«

Net income from continuing operations 7,944 13,35¢

Net income from discontinued operations (net of tax $ 1,13t $ 78€
Denominator:

Weighted average basic shares outstanding 9,42 9,361

Effect of dilutive instruments:

Convertible preferred debentures 2,50( 2,50(
Weighted average dilutive shares outstanding 11,92: 11,86
EPS:

Basic EPS $ 0.7z $ 1.2¢
Basic EPS from continuing operations 0.6( 1.1¢€
Basic EPS from discontinued operations (net of tax) 0.12 0.0¢

Dilutive EPS $ 07z % 1.1¢
Dilutive EPS from continuing operations 0.6( 1.17
Dilutive EPS from discontinued operations (neta)t 0.12 0.07

16. Convertible Preferred Debentures (Net)

As of December 31, 2010, the 1.0 million shareswfSeries A Preferred Stock matured, at which tiveeredeemed all outstand
shares at the $20.00 per share liquidation preterptus the fourth quarter accrued dividends. \Ald the aggregate liquidation preference
accrued dividends from working capital. The Compeacorded the dividend as interest expense beadube mandatory redemption feature.

We issued these shares of Series A Preferred $odMP Group Inc. and certain of its affiliates &or aggregate purchase pric

$20.0 million. The Series A Preferred Stock entilliee holders to receive a minimum cumulative divid of 10% per year, subject to
increase to the extent any quarterly common stodkehds exceeded $0.20 per share.
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17. Stock Incentive Plans

In May 2010, the Company’s stockholders approvesl @ompany’s 2010 Stock Incentive Plan (the “201@nB| with suct
stockholder action resulting in the terminationtltd Company’s 2005 Stock Incentive Plan (the “280#”). The terms of the 2010 Plan
substantially the same as the 2005 Plan. Howewgrpatstanding awards under the 2005 Plan willicoltin accordance with the terms of
2005 Plan and any award agreement executed in ctomevith such outstanding awards. At December281,0, there are 28,999 share
restricted stock outstanding under the 2005 Plan.

Pursuant to the 2010 Plan, eligible employeesceffi and directors of the Company are offered tgodunity to acquire tt
Company's common stock through the award of résttistock and other equity awards under the 2046. Alhe maximum number of she
that may be issued under the 2010 Plan is 1,190,0b0@ Company directors have been issued 7,177 shares in fi@ash compensati
under the 2010 Plan as of December 31, 2010.

During the years ended December 31, 2010 and 2889Company recognized na@ash compensation expense of $0.2 million
$0.3 million, respectively. Dividends are paid dhrastricted stock issued, whether those shares hasted or not. In general, neeste!

restricted stock is forfeited upon the recipietgtgnination of employment.

A summary of the activity of the Company's nasted restricted stock for the years ended DeceB81he2010 and 2009 are presel

below:
2010 2009
Weighted Weighted
Number of Average Per Number of Average Per
Non-vested Share Non-vested Share
Restricted Grant Date Restricted Grant Date
Shares Fair Value @ Shares Fair Value
Non-vested shares at January 1 60,665 $ 5.28 — $ —
Granted 4,00 7.50 99,00( 5.28
Forfeited (829) 5.28 (4,000 —
Vested (34,837 5.41 (34,33%) 5.2¢8
Non-vested shares as of December 31 28,99¢ $ 5.43 60,665 $ 5.28
Weighted-average fair value of restricted
stock granted during the period 4,00C $ 7.50 99,00C $ 5.28

(1) The grant date fair value of restricteccktawards is based on the closing market price@fXompany’s common stock at the grant
date.

At December 31, 2010 and 2009, the Company hadcagrézed compensation expense of $0.1 million @hd fillion, respectivel:
related to the nomested shares of restricted common stock. The agrézed compensation expense at December 31, 20dtpected to |
recognized over a weighted average period of Oa8syeThe total fair value of restricted sharesesturing the years ended Decembe
2010 and 2009 was $0.2 million and $0.2 milliorspectively.
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18. Quarterly Financial Data (unaudited)

The following table is a comparative breakdown of onaudited quarterly results for the immediatgiyceding eight quarters

(dollar amounts in thousands, except per sharg:data

Interest income
Interest expense
Net interest income

Other Income (Expense):
Provision for loan losses
Income from investment in limited partnership
Realized gain on investment securities and
related hedges
Impairment loss on investment securities

Total other income (expense)
General, administrative and other expenses
Income from continuing operations
Income from discontinued operation - net of tax
Net income

Per share basic income

Per share diluted income

Dividends declared per common share
Weighted average shares outstanding-basic
Weighted average shares outstanding-diluted

Three Months Ended

Mar. 31, Jun. 30, Sep. 30, Dec. 31,
2010 2010
$ 6,221 $ 518t $ 453 $ 3,951
2,81: 2,49t 2,311 1,997
3,40¢ 2,69( 2,22t 1,96t
2 (600) (739 (894
— — 15C 34¢€
807 1,291 1,86( 1,40
— — — (296,
80E 691 1,27¢ 56(
1,85¢ 2,107 2,22 1,76t
2,357 1,274 1,27¢ 76(
311 26¢ 29¢ 25¢
$ 2,66 $ 1,54: $ 1577 $ 1,01¢
$ 0.2¢ $ 0.1¢ $ 017 $ 0.11
$ 0.2¢ $ 0.1¢ $ 017 $ 0.11
$ 0.2t $ 0.1¢ $ — 3 0.3¢
9,41¢ 9,41¢ 9,42¢ 9,42t
11,91¢ 11,91¢ 9,42¢ 9,42¢
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Interest income
Interest expense
Net interest income

Other Income (Expense):
Provision for loan losses
Realized gain on investment securities and
related hedges
Impairment loss on investment securities

Total other income (expense)
General, administrative and other expenses
Income from continuing operations
Income from discontinued operation - net of tax
Net income

Per share basic income

Per share diluted income

Dividends declared per common share
Weighted average shares outstanding-basic
Weighted average shares outstanding-diluted

Three Months Ended

Mar. 31, Jun. 30, Sep. 30, Dec. 31,
2009 2009 2009 2009

$ 858t % 7,621 $ 799¢ $ 6,89¢
4,491 3,46 3,311 2,97(
4,094 4,15¢ 4,68: 3,92t
(629) (259) (526) (84¢)
12t 141 35¢ 2,65¢
(119) — — —
(625) (11¢) (167) 1,811
1,57( 1,60z 1,87¢ 1,83(
1,89¢ 2,43¢ 2,641 3,90¢
15¢ 10¢ 23€ 28¢€
$ 2,05¢ $ 2547 $ 2871 % 4,19;
$ 02z $ 027 $ 031 $ 0.4¢
$ 02z $ 027 $ 03C $ 0.4(
$ 0.1¢ $ 02 $ 0.2t $ 0.2¢
9,32( 9,32( 9,40¢ 9,41¢
11,82( 11,82( 11,90¢ 11,91¢
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19. Related Party Transactions
Advisory Agreements

On January 18, 2008, the Company entered into ais@g agreement (the “Prior Advisory Agreementijth Harvest Capiti
Strategies LLC (“HCS”) formerly known as JMP Asset Management LLC), punsia which HCS was responsible for implementingl
managing the Company’s investments in certain esgaterelated and financial assets. The Company entared the Prior Advisor
Agreement concurrent and in connection with itygme placement of Series A Preferred Stock to JMBU Inc. and certain of its affiliat
HCS is a whollyewned subsidiary of JIMP Group Inc. Pursuant to $ili@s as of December 31, 2010, HCS and JMP Giogpcollectivel
beneficially owned approximately 15.3% of the Comga common stock. In addition, until its redemptmm December 31, 2010, HCS
JMP Group Inc. collectively beneficially owned 10@$fthe Company’s Series A Preferred Stock. Then@anys Series A Preferred Stc
matured on December 31, 2010, at which time weeméel all the outstanding shares at the $20.00haee diquidation preference plus accr
dividends of $0.5 million. The Prior Advisory Agmment was terminated effective July 26, 2010 upececation and effectiveness of
amended and restated advisory agreement amongthpady, HC, NYMF and HCS (the “HCS Advisory Agreentig

Pursuant to the Prior Advisory Agreement, HCS madagvestments made by HC and NYMF (other tharageRMBS that are he
in these entities for regulatory compliance purgdses well as any additional subsidiaries that vesguired or formed to hold investme
made on the Comparg/behalf by HCS. The Company sometimes refersesetisubsidiaries in its periodic reports filed wite Securities at
Exchange Commission as the “Managed Subsidiari€se Prior Advisory Agreement provided for the paytn® HCS of a base advisory
that was equal to 1.50% per annum of the “equipitael (as defined in the advisory agreement) of the Mati&yésidiaries; and an inceni
fee upon the Managed Subsidiaries achieving ceitaiastment hurdles. HCS was also eligible to eamnincentive fee on the mana
assets. The Prior Advisory Agreement incentivevi@s equal to 25% of the GAAP net income of the dpad Subsidiaries attributable to
investments that are managed by HCS that exceeaddéelrate equal to the greater of (a) 8.00% ap@.@0% plus the ten year treasury ratt
such fiscal year payable by us to HCS in cash,tqdgrin arrearsprovided, howevethat a portion of the incentive compensation maydie
in shares of our common stock.
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Pursuant to the HCS Advisory Agreement, HCS pravidgestment advisory services to the Company aagages on the Compary’
behalf “new program assetsicquired after the date of the HCS Advisory Agreetndhe terms for new program assets, includirg
compensation payable thereunder to HCS by the Coynpaill be negotiated on a transactiondpgnsaction basis. For those new prog
assets identified as “Managed AssetdGS will be (A) entitled to receive a quarterly badvisory fee (payable in arrears) in an amounal
to the product of (i) ¥4 of the amortized cost of anaged Assets as of the end of the quarter(igrto, and (B) eligible to earn incenti
compensation on the Managed Assets for each fygealduring the term of the Agreement in an am@uot less than zero) equal to 35% of
GAAP net income attributable to the Managed Asfmtshe full fiscal year (including paid interesidarealized gains), after giving effect to
direct expenses related to the Managed Assetsidimg but not limited to, the annual consulting fdescribed below) and base advisory
that exceeds a hurdle rate of 13% based on thageequity of the Company invested in Managed Asdeting that particular year. For th
new program assets identified as Scheduled AsbiEE§ will receive the compensation, which may inelusthse advisory and incent
compensation, agreed upon between the Company @8dadd set forth in a term sheet or other docurtienteelated to the transaction. H
will continue to be eligible to earn incentive casngation on those assets held by the Company the @ffective date of the HCS Advis
Agreement that are deemed to be managed assetsthaderior Advisory Agreement. Incentive compeiwsafor these “legacy assetdlill be
calculated in the manner prescribed in the Priovigaty Agreement. Lastly, during the term of the $1&dvisory Agreement, the Comps
will pay HCS an annual consulting fee equal to $illion, subject to reduction under certain circuarstes, payable on a quarterly bas
arrears, for consulting and support services reéladdinance, capital markets, investment and ogtr@tegic activities of the Company.

For the years ended December 31, 2010 and 2009, ¢it$ed aggregate base advisory and consulting deepproximatel
$0.9 million and $0.8 million, respectively, and iacentive fee of approximately $2.0 million and %@nillion, respectively. As of Decemt
31, 2010, HCS was managing approximately $48.2ionilbf assets on the Compasybehalf. As of December 31, 2010 and 2009
Company had a management fee payable totalingr§llian and $0.3 million, respectively, includedétcrued expenses and other liabilities.

The HCS Advisory Agreement has an initial term tkapires on June 30, 2012, subject to automaticia@naoneyear renewa
thereafter. The Company may terminate the Agreemealect not to renew the Agreement, subject ttageconditions and subject to payir
termination fee equal to the product of (A) 1.5 &BYlthe sum of (i) the average annual base adyife® earned by HCS during the gwntt
period preceding the effective termination dated &) the annual consulting fee. The HCS Advisémgreement replaces the Prior Advis
Agreement.

JMP and its affiliates have, at times, ioested with the Company and/or made debt or gdiestments in investees they introdu
to the Company. James J. Fowler, the Commagyiairman and the Chief Investment Officer of Hid &IlYMF, is a portfolio manager for H¢
and a managing director of JMP Group Inc.

Accounting Outsourcing Agreement

The Company entered into an outsourcing agreemintReal Estate Systems Implementation Group, LIRESIG”) effective May

1, 2010, pursuant to which RESIG, among other #ilig) performs day-tday accounting services for the Company and (l@céffe Octobe
4, 2010, provided a Chief Financial Officer to thempany. During 2010, RESIG earned $0.2 milliofeies.
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Exhibits. The exhibits required by Item 601 of Regulation %4 listed below. Management contracts or comgensplans are filed as
Exhibits 10.3, 10.7, 10.8, 10.10, 10.11 and 10.12.
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3.1(b)
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3.1(d)
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3.2

4.1

4.2(a)

4.2(b)

4.3(a)

4.3(b)

10.1

10.2

Description

Articles of Amendment and Restatement of New Yor&rtdage Trust, Inc. (Incorporated by reference xbilt 3.1 tc
the Company’s Registration Statement on Fordil s filed with the Securities and Exchange Corsimnis(Registratio
No. 33:-111668), effective June 23, 2004).

Articles of Amendment of the Registrant (Incorpecaby reference to Exhibit 3.1 to the Compangurrent Report ¢
Form 8-K filed on October 4, 2007).

Articles of Amendment of the Registrant (Incorpedhby reference to Exhibit 3.2 to the Compan@urrent Report ¢
Form 8-K filed on October 4, 2007).

Articles of Amendment of the Registrant (Incorperhby reference to Exhibit 3.1(d) to the Compar@urrent Report ¢
Form 8-K filed on May 16, 2008.)

Articles of Amendment of the Registrant (Incorpechby reference to Exhibit 3.1(e) to the Compar@urrent Report ¢
Form 8-K filed on May 16, 2008.)

Articles of Amendment of the Registrant (Incorperhby reference to Exhibit 3.1(f) to the Compan@urrent Report ¢
Form 8-K filed on June 15, 2009.)

Bylaws of New York Mortgage Trust, Inc., as amertded

Form of Common Stock Certificate. (Incorporatedréference to Exhibit 4.1 to the CompasyRegistration Statement
Form S-11 as filed with the Securities and Exchabgmmission (Registration No. 333-1668), effective June 23, 20C

Junior Subordinated Indenture between The New Ywdktgage Company, LLC and JPMorgan Chase Bank,oNa
Association, as trustee, dated December 1, 20@06oi(orated by reference to Exhibit 4.1 to the Canys Currer
Report on Form 8-K as filed with the Securities &xthange Commission on December 6, 2005).

Amended and Restated Trust Agreement among The ek Mortgage Company, LLC, JPMorgan Chase B
National Association, Chase Bank USA, National Asstion and the Administrative Trustees named therdates
December 1, 2005. (Incorporated by reference talih.2 to the Company’s Current Report on Forrd 8s filed witt
the Securities and Exchange Commission on Decef)(#005).

Articles Supplementary Establishing and Fixing tRé@ghts and Preferences of Series A Cumulative Redbk
Convertible Preferred Stock of the Company (Ipooated by reference to Exhibit 4.1 to the Compsu@urrent Repa
on Form 8-K filed on January 25, 2008).

Form of Series A Cumulative Redeemable Convertitiegferred Stock Certificate (Incorporated by refieseto Exhibi
4.2 to the Company’s Current Report on Form 8-&dibn January 25, 2008).

Parent Guarantee Agreement between New York Moetdagst, Inc. and JPMorgan Chase Bank, Nationabéiation
as guarantee trustee, dated December 1, 2005rfbreded by reference to Exhibit 10.1 to the ComypsuCurrent Repc
on Form 8-K as filed with the Securities and Exd@@ommission on December 6, 2005).

Purchase Agreement among The New York Mortgage @ompLLC, New York Mortgage Trust, Inc., NYM Preflec
Trust Il and Taberna Preferred Funding I, Ltd tedaDecember 1, 2005. (Incorporated by referendextobit 10.2 to th
Company’s Current Report on Form 8-K as filed with Securities and Exchange Commission on Decef2405).




10.3 New York Mortgage Trust, Inc. 2005 Stock IncentRian. (Incorporated by reference to Exhibit 10.xht® Compan’s
Registration Statement on Form S-3/A (File No. 323400) as filed with the Securities and Exchangen@ission o
December 9, 2005).

104 Stock Purchase Agreement, by and among New Yorkddge Trust, Inc. and the Investors listed on Sgleetitheretc
dated as of November 30, 2007 (Incorporated byeafs to Exhibit 10.1(a) to the Company’s Curreep&t on Form 8-
K filed on January 25, 2008).

10.5 Registration Rights Agreement, by and among NewkYortgage Trust, Inc. and the Investors listedSahedule | to tF
Stock Purchase Agreement, dated as of JanuaryOD® @ncorporated by reference to Exhibit 10.2He Company
Current Report on Form 8-K filed on January 25,800

10.6 Advisory Agreement, by and among New York Mortgagesst, Inc., Hypotheca Capital, LLC, New York Maoatgs
Funding, LLC and JMP Asset Management LLC, datedfalanuary 18, 2008 (Incorporated by referendéxtoibit 10.:
to the Company’s Current Report on Form 8-K filedJanuary 25, 2008).

10.7 Separation Agreement and General Release, by aneéd® New York Mortgage Trust, Inc. and David A.rékdated ¢
of February 3, 2009 (Incorporated by reference sxbiliit 10.1 to the Company’s Current Report on F@ filed on
February 4, 2009).

10.8 Amended and Restated Employment Agreement, by atwdelen New York Mortgage Trust, Inc. and StevetMRmma
dated as of February 11, 2009 (Incorporated byreafee to Exhibit 10.1 to the Company’s Current Repa Form 8K
filed on February 12, 2009).

10.9 Form of Registration Rights Agreement, by and amdleyv York Mortgage Trust, Inc. and the Investostdd ol
Schedule A thereto, dated as of February 14, 20@®iporated by reference to Exhibit 10.2 to themPanys Curren
Report on Form 8-K filed on February 19, 2008).

10.10 Form of Restricted Stock Award Agreement for Offic€incorporated by reference to Exhibit 10.1 te ompanyg
Current Report on Form 8-K as filed with the Setgesiand Exchange Commission on July 14, 2009.)

10.11 Form of Restricted Stock Award Agreement for Offic€incorporated by reference to Exhibit 10.1 te ompanyg
Current Report on Form 8-K as filed with the Setgesiand Exchange Commission on July 14, 2009.)

10.12 New York Mortgage Trust, Inc. 2010 Stock IncentRian (Incorporated by reference to Exhibit 10.2h® Compan’s
Current Report on Form 8-K as filed with the Setiesiand Exchange Commission on May 17, 2010).

10.13 Amended and Restated Advisory Agreement by and gniew York Mortgage Trust, Inc., Hypotheca CapitdlC,
New York Mortgage Funding, LLC and Harvest Capitategies, LLC, dated as of July 26, 2010 (Incoafex b
reference to Exhibit 10.1 to the Company’s CuriReport on Form 8-K filed on July 28, 2010).

21.1 List of Subsidiaries of the Registrant.*

23.1 Consent of Independent Registered Public Accouriimg (Grant Thornton LLP).*
311 Section 302 Certification of Chief Executive Office

31.2 Section 302 Certification of Chief Financial Office

321 Section 906 Certification of Chief Executive Offiand Chief Financial Officer.*

* Filed herewith.



Exhibit 3.2

Amendment No. 1
to Bylaws of
New York Mortgage Trust, Inc.

Section 2 of Article Il of the Bylaws of New York dftgage Trust, Inc. is hereby deleted in its etytiemd replaced with the followin

Section 2. ANNUAL MEETING An annual meeting of the stockholders for trecbn of directors and the transaction of
business within the powers of the Corporation dh@lheld by the end of June each year on a datatamtime set by the Board of Directors.




NEW YORK MORTGAGE TRUST, INC.

BYLAWS

ARTICLE |
OFFICES

Section 1. PRINCIPAL OFFICEThe principal office of New York Mortgage Trustc. (the “Corporation”)n the State ¢
Maryland shall be located at such place as thedofbirectors may designate.

Section 2. ADDITIONAL OFFICES The Corporation may have additional officesjudag a principal executive office,
such places as the Board of Directors may from trtéme determine or the business of the Corpomnatiay require.

ARTICLE Il
MEETINGS OF STOCKHOLDERS

Section 1. PLACE All meetings of stockholders shall be held a ghincipal executive office of the Corporationatrsucl
other place as shall be set by the Board of Dirsatad stated in the notice of the meeting.

Section 2. ANNUAL MEETING An annual meeting of the stockholders for trecebn of Directors and the transactiol
any business within the powers of the Corporatiuallde held on a date and at the time set by trwrdof Directors during the month of v
of each year, beginning in 2005.

Section 3. SPECIAL MEETINGS

€) General The chairman of the Board of Directors, the jgiest, a chief executive officer or the Board ofdeitors may call
special meeting of the stockholders. Subject tassation (b) of this Section 3, a special meetihgtockholders shall also be called by
secretary of the Corporation upon the written retjoéthe stockholders entitled to cast not leas th majority of all the votes entitled to be
at such meeting.

(b) Stockholder Requested Special Mestin(1) Any stockholder of record seeking to hateckholders request a spe:
meeting shall, by sending written notice to thersteey of the Corporation (the “Record Date Reqiwsice”) by registered mail, return rece
requested, request the Board of Directors to fir@rd date to determine the stockholders entittebquest a special meeting (tHeeues
Record Date”).The Record Date Request Notice shall set fortipthrpose of the meeting and the matters proposbkd txted on at it, shall
signed by one or more stockholders of record ahetate of signature (or their agents duly autteatiin a writing accompanying the Rec
Date Request Notice), shall bear the date of sigeaif each such stockholder (or such agent) aalll st forth all information relating to ee
such stockholder that must be disclosed in sotioita of proxies for election of Directors in ar&ion contest (even if an election conte
not involved), or is otherwise required, in eachecpursuant to Regulation 14A (or any successafigiom) under the Securities Exchange
of 1934, as amended (the “Exchange ActJpon receiving the Record Date Request NoticeBiberd of Directors may fix a Request Rec
Date. The Request Record Date shall not precedeshall not be more than ten days after the cléddeusiness on the date on which
resolution fixing the Request Record Date is adbfite the Board of Directors. If the Board of Ditars, within ten days after the date
which a valid Record Date Request Notice is reakifals to adopt a resolution fixing the Request®d Date, the Request Record Date
be the close of business on the tenth day aftdirgtelate on which the Record Date Request Naticeceived by the secretary.




(2) In order for any stockholder to regjua special meeting, one or more written requiesta special meeting sign
by stockholders of record (or their agents dulyhatized in a writing accompanying the request) fahi® Request Record Date entitled to
not less than a majority (the “Special Meeting Batage”) of all of the votes entitled to be cadwath meeting (the “Special Meeting Requgst”
shall be delivered to the secretary. In additihve, Special Meeting Request (a) shall set forthpghgose of the meeting and the ma
proposed to be acted on at it (which shall be 8dhito those lawful matters set forth in the Recbate Request Notice received by
secretary), (b) shall bear the date of signatureash such stockholder (or such agent) signingSthecial Meeting Request, (c) shall set f
the name and address, as they appear in the Cogmosabooks, of each stockholder signing such requesorf whose behalf the Spex
Meeting Request is signed), the class, series ambar of all shares of stock of the Corporationchitare owned by each such stockholder
the nominee holder for, and number of, shares oviryesuch stockholder beneficially but not of recaid) shall be sent to the secretary
registered mail, return receipt requested, andtfa)l be received by the secretary within sixty)(68ys after the Request Record Date.
requesting stockholder (or agent duly authorized imriting accompanying the revocation or Speciaelihg Request) may revoke his, he
its request for a special meeting at any time bijtevr revocation delivered to the secretary.

3 The secretary shall inform the redingsstockholders of the reasonably estimated ebpteparing and mailing t!
notice of meeting (including the Corporatisrproxy materials). The secretary shall not beiired to call a special meeting upon stockhc
request and such meeting shall not be held uniessjdition to the documents required by paragrégp)hof this Section 3(b), the secret
receives payment of such reasonably estimatedpciostto the preparation and mailing of any noti¢ehe meeting.

4 Except as provided in the next secgermny special meeting shall be held at such pldate and time as may
designated by the president, chief executive affaeBoard of Directors, whoever has called the tmge In the case of any special mee
called by the secretary upon the request of stddkh® (a “Stockholder Requested Meeting)ch meeting shall be held at such place, dat
time as may be designated by the Board of Direcyvided, however, that the date of any Stockholder Requested Mgsatirall be not mo
than ninety (90) days after the record date fohsueeting (the “Meeting Record Date”); and provifiedherthat if the Board of Directors fa
to designate, within ten (10) days after the da# & valid Special Meeting Request is actuallgiresd by the secretary (the “Delivery Dated),
date and time for a Stockholder Requested Meetivan such meeting shall be held at 2:00 p.m. Iticed on the ninetieth (90th) day after
Meeting Record Date or, if such ninetieth (90thy &anot a Business Day (as defined below), orfiteepreceding Business Day; aptbvidec
furtherthat in the event that the Board of Directors failslesignate a place for a Stockholder Requestegting within ten (10) days after
Delivery Date, then such meeting shall be heldatgrincipal executive office of the Corporatidn.fixing a date for any special meeting,
president, chief executive officer or Board of Ri@s may consider such factors as he, she oeihdeelevant within the good faith exercis
business judgment, including, without limitatiohetnature of the matters to be considered, the faud circumstances surrounding any re«
for the meeting and any plan of the Board of Divesto call an annual meeting or a special meetinghe case of any Stockholder Reque
Meeting, if the Board of Directors fails to fix agdting Record Date that is a date within thirty)(88ys after the Delivery Date, then the ¢
of business on the thirtieth (30th) day after trediery Date shall be the Meeting Record Date. Bbard of Directors may revoke the no
for any Stockholder Requested Meeting in the etemt the requesting stockholders fail to complyhvitie provisions of paragraph (3) of -
Section 3(b).




(5) If written revocations of requests the special meeting have been delivered to tbeetsy and the result is tl
stockholders of record (or their agents duly au#sat in writing), as of the Request Record Dat¢itled to cast less than the Special Mee
Percentage have delivered, and not revoked, regjémst special meeting to the secretary, the sgrahall: (i) if the notice of meeting t
not already been mailed refrain from mailing thdice of the meeting and send to all requestingkstolclers who have not revoked s
requests written notice of any revocation of a esfjdior the special meeting, or (ii) if the notwfemeeting has been mailed and if the secr
first sends to all requesting stockholders who hasterevoked requests for a special meeting writi@ice of any revocation of a request for
special meeting and written notice of the secrésaintention to revoke the notice of the meetingokevthe notice of the meeting at any t
before ten days before the commencement of theimgeeAny request for a special meeting receiveadrad revocation by the secretary «
notice of a meeting shall be considered a request hew special meeting.

(6) The chairman of the Board of Direstoa chief executive officer, president or BoardDafectors may appoi
regionally or nationally recognized independentpewiors of elections to act as the agent of thep@ation for the purpose of promg
performing a ministerial review of the validity @y purported Special Meeting Request receivedhey secretary. For the purpose
permitting the inspectors to perform such review,snch purported request shall be deemed to haae delivered to the secretary until
earlier of (i) ten (10) Business Days after recdiptthe secretary of such purported request apd\fch date as the independent inspe
certify to the Corporation that the valid requestseived by the secretary represent at least aritya@ii the issued and outstanding share
stock that would be entitled to vote at such meetiNothing contained in this paragraph (6) shalhny way be construed to suggest or ir
that the Corporation or any stockholder shall reothtitled to contest the validity of any requesiether during or after such ten (10) Busil
Day period, or to take any other action (includingthout limitation, the commencement, prosecutiordefense of any litigation with resp
thereto, and the seeking of injunctive relief ilslitigation).




@) For purposes of these Bylaws, “BusgnBay”shall mean any day other than a Saturday, a Sumdaylay on whic
banking institutions in New York are authorizedobtigated by law or executive order to close.

(8) Unless requested by the stockholdatiled to cast a majority of all the votes ertitto be cast at such meeting
Stockholder Requested Meeting shall be called twider any matter which is substantially the sasia anatter voted on at any meetin
stockholders held during the preceding twelve ¢hapths.

Section 4. NOTICE Not less than ten (10) nor more than ninety (89)s before each meeting of stockholders, theetag
shall give to each stockholder entitled to votsuath meeting and to each stockholder not entidedte who is entitled to notice of the mee
written or printed notice stating the time and pla¢ the meeting and, in the case of a specialingeet as otherwise may be required by
statute, the purpose for which the meeting is dalkither by mail, by presenting it to such stodiko personally, by leaving it at t
stockholder$ residence or usual place of business or by armgr sheans permitted by Maryland law. If mailed;hsnotice shall be deemec
be given when deposited in the United States ntitessed to the stockholder at the stockhotdaddress as it appears on the records «
Corporation, with postage thereon prepaid.

Subject to Section 11(a) of this Article I, anysiness of the Corporation may be transacted athanah meeting of stockholdt
without being specifically designated in the notiegcept such business as is required by any stadube stated in such notice. No busi
shall be transacted at a special meeting of stddk®except as specifically designated in theceoti

Section 5. ORGANIZATION AND CONDUCT Every meeting of stockholders shall be condudtgdan individue
appointed by the Board of Directors to be chairrofthe meeting or, in the absence of such appointyi®y the chairman of the Board
Directors or, in the case of a vacancy in the effic absence of the chairman of the Board of Darscty one of the following officers pres
at the meeting: the vice chairman of the BoarBioéctors, if there be one, the president, the piasidents in their order of rank and senic
or, in the absence of such officers, a chairmarsehdy the stockholders by the vote of a majoritthe votes cast by stockholders prese
person or by proxy. The secretary, or, in the edacy’s absence, an assistant secretary, or in the absérmoth the secretary and assis
secretaries, an individual appointed by the Boddicectors or, in the absence of such appointmemindividual appointed by the chairmau
the meeting shall act as secretary. In the evwmtt the secretary presides at a meeting of theklstdaers, an assistant secretary, or ir
absence of an assistant secretary, an individyadiafed by the Board of Directors or the Chairméthe meeting, shall record the minute
the meeting. The order of business and all ottettars of procedure at any meeting of stockholdkadl be determined by the chairman of
meeting. The chairman of the meeting may presailmh rules, regulations and procedures and taide action as, in the discretion of s
chairman, are appropriate for the proper condud¢hefmeeting, including, without limitation, (a)stdcting admission to the time set for
commencement of the meeting; (b) limiting attendaatcthe meeting to stockholders of record of thepGration, their duly authorized prox
or other such individuals as the chairman of theting may determine; (c) limiting participationthe meeting on any matter to stockholde
record of the Corporation entitled to vote on sureitter, their duly authorized proxies and othehsuadividuals as the chairman of the mee
may determine; (d) limiting the time allotted toegtions or comments by participants; (e) deterrmginimen the polls should be opened
closed, (f) maintaining order and security at theeting; (g) removing any stockholder or any othefividual who refuses to comply w
meeting procedures, rules or guidelines as set toytthe chairman of the meeting; and (h) conclgdive meeting or recessing or adjour
the meeting to a later date and time and placewarmosal at the meeting. Unless otherwise determbigefie chairman of the meeting, meet
of stockholders shall not be required to be helddoordance with the rules of parliamentary procedu




Section 6. QUORUM At any meeting of stockholders, the presencgeirson or by proxy of stockholders entitled to @
majority of all the votes entitled to be cast atlsuneeting on any matter shall constitute a quorbut;this section shall not affect ¢
requirement under any statute or the charter ofGhgporation (the “Charter’jor the vote necessary for the adoption of any measlf
however, such quorum shall not be present at argtinteof the stockholders, the chairman of the mgethall have the power to adjourn
meeting from time to time to a date not more thae dundred twenty (120) days after the originabrécdate without notice other tt
announcement at the meeting. At such adjournedimgegt which a quorum shall be present, any bgsimeay be transacted which might t
been transacted at the meeting as originally eotifi

The stockholders present either in person or byyprat a meeting which has been duly called and/enad, may continue to trans
business until adjournment, notwithstanding théngriawal of enough stockholders to leave less thguoaum.

Section 7. VOTING A plurality of all the votes cast at a meetidgtmckholders duly called and at which a quorurprieser
shall be sufficient to elect a director. Each shraay be voted for as many individuals as therdextors to be elected and for whose elet
the share is entitled to be voted. A majorityhtd votes cast at a meeting of stockholders dulgda@nd at which a quorum is present she
sufficient to approve any other matter which magparly come before the meeting, unless more thaajarity of the votes cast is required
statute or by the Charter. Unless otherwise pexlidy statute or by the Charter, each outstandiagesof stock, regardless of class, sha
entitled to one vote on each matter submittedvtota at a meeting of stockholders.

Section 8. PROXIESA stockholder may cast the votes entitled tochst by the shares of stock owned of record b
stockholder in person or by proxy executed by ttoekdholder or by the stockholdsrduly authorized agent in any manner permitte
law. Such proxy or evidence of authorization offsyroxy shall be filed with the secretary of therg@bration before or at the meeting.
proxy shall be valid more than eleven months afsedate, unless otherwise provided in the proxy.

Section 9. VOTING OF SHARES BY CERMNHOLDERS. Shares of stock of the Corporation registerethénname of
corporation, partnership, trust or other entityeiftitled to be voted, may be voted by the predidera vice president, a general partne
trustee thereof, as the case may be, or a proxgirigo by any of the foregoing individuals, unlassne other person who has been appc
to vote such shares pursuant to a bylaw or a résolaf the governing body of such corporation titew entity or agreement of the partners
partnership presents a certified copy of such bylasolution or agreement, in which case such pensay vote such shares. Any directc
fiduciary may vote shares of stock registered sdriher name as such fiduciary, either in persdyygroxy.




Shares of stock of the Corporation directly or iadily owned by it shall not be voted at any megtmd shall not be counted
determining the total number of outstanding sharg#tled to be voted at any given time, unless theyheld by it in a fiduciary capacity,
which case they may be voted and shall be countddtermining the total number of outstanding shateany given time.

The Board of Directors may adopt by resolution @cpdure by which a stockholder may certify in wagtito the Corporation that &
shares of stock registered in the name of the btwdkr are held for the account of a specified @eher than the stockholder. The resolt
shall set forth the class of stockholders who maakenthe certification, the purpose for which thetifieation may be made, the form
certification and the information to be containedtj if the certification is with respect to a oed date or closing of the stock transfer booke
time after the record date or closing of the stiwaksfer books within which the certification mibst received by the Corporation; and any ¢
provisions with respect to the procedure which Breard of Directors considers necessary or desiraDle receipt of such certification,
person specified in the certification shall be relgd as, for the purposes set forth in the ceatifi, the stockholder of record of the spec
shares of stock in place of the stockholder whoesake certification.

Section 10. INSPECTORSThe Board of Directors, in advance of any megtimay, but need not, appoint one or n
individual inspectors or one or more entities tasignate individuals as inspectors to act at teetimg or any adjournment thereof. If
inspector or inspectors are not appointed, theviddal presiding at the meeting may, but need appoint one or more inspectors. In case
person who may be appointed as an inspector taég@pear or act, the vacancy may be filled by agpwént made by the Board of Director
advance of the meeting or at the meeting by thermlaa of the meeting. The inspectors, if any, kkiatermine the number of sha
outstanding and the voting power of each, the shamgresented at the meeting, the existence obauny the validity and effect of proxies,
shall receive votes, ballots or consents, heardmtermine all challenges and questions arisingoimection with the right to vote, count :
tabulate all votes, ballots or consents, deterrtigeresult, and do such acts as are proper to cornle election or vote with fairness to
stockholders. Each such report shall be in writing signed by him or her or by a majority of théthere is more than one inspector actir
such meeting. If there is more than one inspetiar,report of a majority shall be the report af thspectors. The report of the inspectc
inspectors on the number of shares representée atéeting and the results of the voting shallriragfacie evidence thereof.

Section 11. ADVANCE NOTICE OF STOCKHOLDER NOMINEES FOR DIRECTORND OTHER PROPOSALS B
STOCKHOLDERS.
€) Annual Meetings of Stockholder§l) Nominations of individuals for election ttee Board of Directors and the proposs

other business to be considered by the stockhoidaysbe made at an annual meeting of stockhol@epsifsuant to the Corporatishotice ¢
meeting, (i) by or at the direction of the BoarfdDirectors or (i) by any stockholder of the Corption who was a stockholder of record |
at the time of giving of notice by the stockholgeovided for in this Section 11(a) and at the tofi¢he annual meeting, who is entitled to
at the meeting and who has complied with this $actil(a).




(2) For nominations for election to thedsd of Directors or other business to be propbriyught before an anni
meeting by a stockholder pursuant to clause (fiparagraph (a)(1) of this Section 11, the stoclbpimust have given timely notice therec
writing to the secretary of the Corporation andhsother business must otherwise be a proper miatteaction by the stockholders. To
timely, a stockholdes notice shall set forth all information requireatar this Section 11 and shall be delivered tostwetary at the princig
executive office of the Corporation not earlierrttthe one-hundred twentieth (120 day nor later than 5 p.m., Eastern Time, on thetiett
(90 th) day prior to the first (1st) anniversary of thetel of mailing of the notice for the preceding ygannual meeting; providedhowever,
that in the event that the date of the mailinghaf hotice for the annual meeting is advanced ayael by more than thirty (30) days from
first (1st) anniversary of the date of the mailofghe notice for the preceding yemennual meeting, notice by the stockholder tdrhely mus
be so delivered not earlier than the one hundreshtieth (120th) day prior to the date of mailingtloé notice for such annual meeting anc
later than the later of the ninetieth (90th) daipto the first anniversary of the date of mailiofjthe notice for such annual meeting or
tenth (10th) day following the day on which puldiecnouncement of the date of mailing of the notarestich meeting is first made. The pu
announcement of a postponement or adjournment ahanal meeting shall not commence a new time @ddothe giving of a stockholdey’
notice as described above. Such stockhdddeotice shall set forth (i) as to each individudlom the stockholder proposes to nominatt
election or reelection as a director (A) the naags, business address and residence address dhdixitiual, (B) the class, series and nun
of any shares of stock of the Corporation that lzgeficially owned by such individual, (C) the datech shares were acquired and
investment intent of such acquisition and (D) @&Hew information relating to such individual thatrequired to be disclosed in solicitation
proxies for election of directors in an electiomtast (even if an election contest is not involyed)is otherwise required, in each case pur:
to Regulation 14A (or any successor provision) urtle Exchange Act of 1934 and the rules and reéigns promulgated thereunder (
“Exchange Act”) (including such individual'written consent to being named in the proxy statd as a hominee and to serving as a direc
elected); (ii) as to any other business that tbek$tolder proposes to bring before the meetingesiiption of such business, the reason
proposing such business at the meeting and anyrialdteerest in such business of such stockhoéahel any Stockholder Associated Persol
defined below), individually or in the aggregatecluding any anticipated benefit to the stockholded the Stockholder Associated Pe
therefrom, (iii) as to the stockholder giving thetine and Stockholder Associated Person, the ctesiges and number of all shares of stoc
the Corporation which are owned by such stockhobiet by such Stockholder Associated Person, if ang, the nominee holder for, ¢
number of, shares owned beneficially but not obrddcby such stockholder and by any such Stockhofdmociated Person; (iv) as to
stockholder giving the notice and any Stockholdssdciated Person covered by clauses (ii) or (fithis paragraph (2) of this Section 11
the name and address of such stockholder, as figsaaon the Corporatiag’'stock ledger and current name and address férelift, and ¢
such Stockholder Associated Person; and (v) toetttent known by the stockholder giving the notittes name and address of any ¢
stockholder supporting the nominee for electiomemiection as a director or the proposal of othesiress on the date of such stockhokler’
notice.




3) Notwithstanding anything in this sabson (a) of this Section 11 to the contrary,hia event the Board of Direct
increases or decreases the maximum or minimum nuafliirectors in accordance with Article Ill, Seat 2 of these Bylaws, and there is
public announcement of such action at least oneteah(100) days prior to the first (1st) anniveysafrthe date of mailing of the notice of
preceding year's annual meeting, a stockho&lagtice required by this Section 11(a) shall dlsaonsidered timely, but only with respec
nominees for any new positions created by sucheass, if the notice is delivered to the secretarthe principal executive office of t
Corporation not later than the 5:00 p.m., EastémeT on the tenth (10th) day following the day ohiasla such public announcement is 1
made by the Corporation.

4 For purposes of this Section 11, tBtwlder Associated Persomf any stockholder shall mean (i) any pel
controlling, directly or indirectly, or acting inoacert with, such stockholder, (ii) any beneficiainer of shares of stock of the Corpora
owned of record or beneficially by such stockhol@ded (iii) any person controlling, controlled by onder common control with su
Stockholder Associated Person.

(b) Special Meetings of Stockholder®nly such business shall be conducted at a ap@eieting of stockholders as shall k
been brought before the meeting pursuant to thedation’s notice of meeting. Nominations of individuals feection to the Board
Directors may be made at a special meeting of stldiers at which Directors are to be elected (i)spant to the Corporatiosi’'notice ¢
meeting, (ii) by or at the direction of the BoarfdDirectors or (iii) providedhat the Board of Directors has determined thae®aors shall k
elected at such special meeting, by any stockhadfléehe Corporation who is a stockholder of recbath at the time of giving of noti
provided for in this Section 11 and at the timetaf special meeting, who is entitled to vote atrtteeeting and who complied with the no
procedures set forth in this Section 11. In thengxthe Corporation calls a special meeting ofldtotders for the purpose of electing on
more individuals to the Board of Directors, anytsstockholder may nominate an individual or indiats (as the case may be) for election
Director as specified in the Corporation’s notidareeeting, if the stockholdes’notice required by paragraph (2) of this Seclit(a) shall b
delivered to the secretary at the principal exeeutiffice of the Corporation not earlier than 5., Eastern Time, on the one hunt
twentieth (120th) day prior to such special mee#ing not later than the close of business on tiee & the ninetieth (90th) day prior to s
special meeting or the tenth (10th) day followihg tlay on which public announcement is first maitihe date of the special meeting an
the nominees proposed by the Board of Directotsetelected at such meeting. The public announceaienpostponement or adjournmer
a special meeting shall not commence a new timiegéor the giving of a stockholder’s notice asdd#sed above.

(c) General (1) Upon written request by the secretary @& Board of Directors or any committee thereof, atpckholde
proposing a nominee for election as a directorror proposal for other business at a meeting ofkéiolders shall provide, within five (
Business Days of delivery of such request (or satbler period as may be specified in such requestten verification, satisfactory, in t
discretion of the Board of Directors or any comestthereof or any authorized officer of the Coriora to demonstrate the accuracy of
information submitted by the stockholder pursuanthis Section 11. If a stockholder fails to pd®isuch written verification within su
period, the information as to which written ver#iomn was requested may be deemed not to have fresided in accordance with tl
Section 11.




(2) Only such individuals who are nomeéthtin accordance with this Section 11 shall beildégfor election b
stockholders as Directors, and only such businest Ise conducted at a meeting of stockholderdall Bave been brought before the mee
in accordance with this Section 11. The chairmfath® meeting shall have the power to determinetiadrea nomination or any other busir
proposed to be brought before the meeting was mageposed, as the case may be, in accordancehisgtBection 11.

3) For purposes of this Section 11 tii@)“date of mailing of the noticeshall mean the date of the proxy statemer
the solicitation of proxies for election of Directoand (b) “public announcemerghall mean disclosure (i) in a press release regdy th
Dow Jones News Service, Associated Press, Busitess PR Newswire or comparable news service dir(ia document publicly filed by t
Corporation with the United States Securities ardhange Commission pursuant to the Exchange Act.

4 Notwithstanding the foregoing prowiss of this Section 11, a stockholder shall alsmmy with all applicabl
requirements of state law and of the Exchange Act the rules and regulations thereunder with rasped¢he matters set forth in t
Section 11. Nothing in this Section 11 shall berded to affect any right of a stockholder to regusdusion of a proposal in, nor the righ
the Corporation to omit a proposal from, the Cogpion’s proxy statement pursuant to Rule B4éar any successor provision) under
Exchange Act.

Section 12. VOTING BY BALLOT Voting on any question or in any election mayba voceunless the presiding offic
shall order or any stockholder shall demand théihgdoe by ballot.

Section 13. CONTROL SHARE ACQUISITIONCA . Notwithstanding any other provision of the Charnr these Bylaw
Title 3, Subtitle 7 of the Maryland General Corgama Law (the “MGCL”") (or any successor statute) shall not apply to anguiaition by an
person of shares of stock of the Corporation. ®astion may be repealed, in whole or in part, rgt time, whether before or after
acquisition of control shares and, upon such repeay, to the extent provided by any successomiydgpply to any subsequent control sl
acquisition.

ARTICLE 1lI
DIRECTORS
Section 1. GENERAL POWERSThe business and affairs of the Corporationldt®lmanaged under the direction o
Board of Directors.
Section 2. NUMBER, TENURE AND QUALIEATIONS . At any regular meeting or at any special meetialded for the

purpose, a majority of the entire Board of Direstoray establish, increase or decrease the numigiénectors, providethat the number there
shall never be less than the minimum number reduiyethe MGCL, nor more than fifteen (15), and Hierprovidedthat the tenure of office
a director shall not be affected by any decreasiedmumber of directors.




Section 3. ANNUAL AND REGULAR MEETIN&. An annual meeting of the Board of Directors khalheld immediate
after and at the same place as the annual medtstgakholders, no notice other than this Bylawngenecessary. In the event such meeti
not so held, the meeting may be held at such timlepéace as shall be specified in a notice giveheasinafter provided for special meeting
the Board of Directors. The Board of Directors npagvide, by resolution, the time and place for tiodding of regular meetings of the Bo
of Directors without other notice than such resolut

Section 4. SPECIAL MEETINGSSpecial meetings of the Board of Directors maychlled by or at the request of
chairman of the Board of Directors, the chief exeeuofficer, the president or by a majority of tBérectors then in office. The person
persons authorized to call special meetings oBiberd of Directors may fix any place as the plamrehblding any special meeting of the Bc
of Directors called by them. The Board of Direstonay provide, by resolution, the time and placgetiie holding of special meetings of
Board of Directors without other notice than suebalution.

Section 5. NOTICE Notice of any special meeting of the Board ofebfors shall be delivered personally or by telew
electronic mail, facsimile transmission, United t8éamail or courier to each director at his or baesiness or residence address. Notic
personal delivery, telephone, electronic mail @sfaile transmission shall be given at least twédaty (24) hours prior to the meeting. No
by United States mail shall be given at least ti{83elays prior to the meeting. Notice by cousball be given at least two (2) days prior tc
meeting. Telephone notice shall be deemed to\mngihen the director or his or her agent is patpgiven such notice in a telephone
to which the director or his or her agent is aypaElectronic mail notice shall be deemed to begiupon transmission of the message t
electronic mail address given to the Corporatiortigydirector. Facsimile transmission notice shealldeemed to be given upon completic
the transmission of the message to the number divehe Corporation by the director and receiptaofompleted answdrack indicatin
receipt. Notice by United States mail shall bendeg to be given when deposited in the United Stetai properly addressed, with post
thereon prepaid. Notice by courier shall be deetodae given when deposited with or delivered woarier properly addressed. Neither
business to be transacted at, nor the purposengfaanual, regular or special meeting of the Bazr®irectors need be stated in the no
unless specifically required by statute or theskaBgy.

Section 6. QUORUM A majority of the Directors shall constitute aogqum for transaction of business at any meetintne
Board of Directors, providethat, if less than a majority of such Directors present at said meeting, a majority of the Direcfresent me
adjourn the meeting from time to time without fuathnotice, and provideturther that if, pursuant to applicable law, the Chartertts:
Bylaws, the vote of a majority of a particular gpoaf Directors is required for action, a quorum tralso include a majority of such group.

The Directors present at a meeting which has bedy ahlled and convened may continue to transastness until adjournme
notwithstanding the withdrawal of enough Directtirseave less than a quorum.
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Section 7. VOTING The action of the majority of the Directors mesat a meeting at which a quorum is present bleath:
action of the Board of Directors, unless the corenge of a greater proportion is required for saction by applicable law, the Charter or tt
Bylaws. If enough Directors have withdrawn frommaeting to leave less than a quorum but the meé&imgpt adjourned, the action of
majority of that number of Directors necessary @astitute a quorum at such meeting shall be theracf the Board of Directors, unless
concurrence of a greater proportion is requiredstah action by applicable law, the Charter oréhgglaws.

Section 8. ORGANIZATION At each meeting of the Board of Directors, thaioman of the Board of Directors or, in
absence of the chairman, the vice chairman of therd of Directors, if any, shall act as chairmarthaf meeting. In the absence of botf
chairman and vice chairman of the Board of Dires;tthie chief executive officer or in the absencthefchief executive officer, the presider
in the absence of the president, a director chbgenmajority of the Directors present, shall acthairman or the meeting. The secretary
his or her absence, an assistant secretary ofdhgo@ation, or in the absence of the secretaryadirassistant secretaries, a person appoint
the Chairman, shall act as secretary of the meeting

Section 9. TELEPHONE MEETINGSDirectors may participate in a meeting by meaha conference telephone or ol
communications equipment if all persons participgitin the meeting can hear each other at the samee Participation in a meeting by th
means shall constitute presence in person at tie¢éinge

Section 10. CONSENT BY DIRECTORS WITHDW MEETING . Any action required or permitted to be takeraay
meeting of the Board of Directors may be taken atitta meeting, if a consent in writing or by eleaic transmission to such action is giver
each director and is filed with the minutes of medings of the Board of Directors.

Section 11. VACANCIES If for any reason any or all the Directors cetsbe Directors, such event shall not terminaé
Corporation or affect these Bylaws or the powershef remaining Directors hereunder (even if feviiantthree Directors remain). Excep
may be provided by the Board of Directors in settine terms of any class or series of preferredkstany vacancy on the Board of Direc
may be filled only by a majority of the remainingr&tors, even if the remaining Directors do natstdute a quorum. Any director electe:
fill a vacancy shall serve for the remainder of th term of the class in which the vacancy ocedrand until a successor is elected
qualifies.

Section 12. COMPENSATIONDirectors shall not receive any stated salaryttfeir services as Directors but, by resolutic
the Directors, may receive compensation per yedfoamper meeting and/or per visit to real propentyother facilities owned, leased or tc
acquired by the Corporation and for any serviceadivity they performed or engaged in as Directddérectors may be reimbursed
expenses of attendance, if any, at each annuallaregr special meeting of the Directors or of @eynmittee thereof and for their expense
any, in connection with each property visit and atlger service or activity they performed or enghge as Directors; but nothing her
contained shall be construed to preclude any Diredtom serving the Corporation in any other cégand receiving compensation therefor.
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Section 13. LOSS OF DEPOSITS®Io director shall be liable for any loss whiclkaynoccur by reason of the failure of
bank, trust company, savings and loan associatioother institution with whom moneys or sharestotk have been deposited.

Section 14. SURETY BONDSUnless required by law, no director shall beigdibd to give any bond or surety or o
security for the performance of any of his or hetieb.

Section 15. RELIANCE Each director, officer, employee and agent ef @orporation shall, in the performance of his e
duties with respect to the Corporation, be fullgtiied and protected with regard to any act olufai to act in reliance in good faith upon
books of account or other records of the Corponatigoon an opinion of counsel or upon reports ntadee Corporation by any of its offici
or employees or by the adviser, accountants, aggmsior other experts or consultants selected éyBthard of Directors or officers of 1
Corporation, regardless of whether such counsekpert may also be a director.

Section 16. CERTAIN RIGHTS OF DIRECTORSFFICERS, EMPLOYEES AND AGENTS The Directors shall have
responsibility to devote their full time to the a@fs of the Corporation. Any director or officemployee or agent of the Corporation, in hi
her personal capacity or in a capacity as an atffijiemployee, or agent of any other person, crafBe, may have business interests
engage in business activities similar to or in tiddito or in competition with those of or relatitggthe Corporation.

ARTICLE IV
COMMITTEES

Section 1. NUMBER, TENURE AND QUALIEATIONS. The Board of Directors may appoint from amomsgiitembers ¢
Executive Committee, an Audit Committee, a CompgosaCommittee, a Nominating and Corporate Govetea@ommittee and such ot
committees as the Board of Director may deem apjaiep composed of one or more Directors, to setvéhe pleasure of the Board
Directors.

Section 2. POWERSThe Board of Directors may delegate to commsti@gpointed under Section 1 of this Article anyha
powers of the Board of Directors, except as praéibby law.

Section 3. MEETINGS Notice of committee meetings shall be giverhiea $ame manner as notice for special meetings
Board of Directors.

A majority of the members of any committee shalhstdute a quorum for the transaction of businesarey meeting of tf
committee. The act of a majority of the committeembers present at a meeting shall be the actobf sammittee. The Board of Direct
may designate a chairman of any committee, and shaliman or, in the absence of such chairman,taoymembers of any committee
there are at least two members of the committeg) fimathe time and place of its meeting unless Bward shall otherwise provide. In
absence of any member of any such committee, thabmes thereof present at any meeting, whether bthay constitute a quorum, n
appoint another Director to act in the place ofhsalbsent member.
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Each committee shall keep minutes of its proceexling

Section 4. TELEPHONE MEETINGSMembers of a committee of the Board of Directorsy participate in a meeting
means of a conference telephone or other commimisa¢quipment if all persons participating in theeting can hear each other at the ¢
time. Participation in a meeting by these meamd sbnstitute presence in person at the meeting.

Section 5. CONSENT BY COMMITTEES WITHIT A MEETING . Any action required or permitted to be takeramy
meeting of a committee of the Board of Directorsyrba taken without a meeting, if a consent in wgtor by electronic transmission to s
action is given by each member of the committeeigufited with the minutes of proceedings of sucmenittee.

Section 6. VACANCIES Subiject to the provisions hereof, the Board wé&ors shall have the power at any time to ch
the membership of any committee, to fill all vadasc to designate alternate members to replaceabagnt or disqualified member ol
dissolve any such committee.

ARTICLE V
OFFICERS

Section 1. GENERAL PROVISIONSThe officers of the Corporation shall includ@rasident, a secretary and a treas
and may include a chairman of the Board of Dires;tarvice chairman of the Board of Directors, atleixecutive officer, one or more v
presidents, a chief operating officer, a chief ficial officer, one or more assistant secretariesare or more assistant treasurers. In add
the Board of Directors may from time to time eleath other officers with such powers and duties sisall deem necessary or desirable.
officers of the Corporation shall be elected aniyuay the Board of Directors, except that the cla@récutive officer or president may from ti
to time appoint one or more vice presidents, aasistecretaries and assistant treasurers or difiears. Each officer shall hold office until |
or her successor is elected and qualifies or tigilor her death, or his or her resignation or neh@ the manner hereinafter provided. ,
two or more offices except president and vice plersi may be held by the same person. Electiom affficer or agent shall not of itself cre
contract rights between the Corporation and sufibesfor agent.

Section 2. REMOVAL AND RESIGNATION Any officer or agent of the Corporation may leenoved, with or withol
cause, by the Board of Directors if in its judgmém best interests of the Corporation would beexkthereby, but such removal shal
without prejudice to the contract rights, if any,tbe person so removed. Any officer of the Cogtimn may resign at any time by giv
written notice of his or her resignation to the Bbaf Directors, the chairman of the Board of Diogs, the president or the secretary.
resignation shall take effect immediately uponréseipt or at such later time specified in the ecetof resignation. The acceptance
resignation shall not be necessary to make it tfkeainless otherwise stated in the resignatiomchSesignation shall be without prejudici
the contract rights, if any, of the Corporation.
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Section 3. VACANCIES A vacancy in any office may be filled by the Bd&f Directors for the balance of the term.

Section 4. CHIEF EXECUTIVE OFFICERThe Board of Directors may designate one or nacbief executive officers.
the event that the Board of Directors designategertttan one chief executive officer, such chiefoetiwe officers shall be designated as co-
chief executive officers. In the absence of suekighation, the chairman of the Board of Directsirall be the chief executive officer of
Corporation. The chief executive officer(s) stelse general responsibility for implementationtdd policies of the Corporation, as determ
by the Board of Directors, and for the manageménhe business and affairs of the Corporation. oshe may execute any deed, mortc
bond, contract or other instrument, except in cagesre the execution thereof shall be expresslggdged by the Board of Directors or by tf
Bylaws to some other officer or agent of the Cogtion or shall be required by law to be otherwigecated; and in general shall perforn
duties incident to the office of chief executivdéicdr and such other duties as may be prescribetidiBoard of Directors from time to time.

Section 5. CHIEF OPERATING OFFICERThe Board of Directors may designate a chiefratieg officer. The chit
operating officer shall have the responsibilitiesl duties as set forth by the Board of Directortherchief executive officer.

Section 6. CHIEF INVESTMENT OFFICERThe Board of Directors may designate a chieestment officer. The chi
investment officer shall have the responsibiliesl duties as set forth by the Board of Directorthe chief executive officer.

Section 7. CHIEF FINANCIAL OFFICER The Board of Directors may designate a chieériial officer. The chi
financial officer shall have the responsibilitiesdaduties as set forth by the Board of Directortherchief executive officer.

Section 8. CHAIRMAN OF THE BOARDThe Board of Directors shall designate a chairwfathe Board of Directors. T
chairman of the Board of Directors shall presiderothe meetings of the Board of Directors and &f stockholders at which he shall
present. The chairman of the Board of Directoedlgierform such other duties as may be assignédrnar her by the Board of Directors.

Section 9. PRESIDENTIn the absence of a chief executive officer, ghesident shall in general supervise and conttaif
the business and affairs of the Corporation. tnghsence of a designation of a chief operatingesfby the Board of Directors, the presic
shall be the chief operating officer.
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Section 10. VICE PRESIDENTSnN the absence of the president or in the egéatvacancy in such office, the vice presi
(or in the event there be more than one vice peasjdhe vice presidents in the order designatéhlestime of their election or, in the absenc
any designation, then in the order of their elegtishall perform the duties of the president anénvko acting shall have all the powers of
be subject to all the restrictions upon the prestidand shall perform such other duties as frometim time may be assigned to such
president by the president or by the Board of Dinez The Board of Directors may designate onenore vice presidents as executive
president, senior vice president or as vice presifte particular areas of responsibility.

Section 11. SECRETARY The secretary shall (a) keep the minutes ofplueeedings of the stockholders, the Boar
Directors and committees of the Board of Director®ne or more books provided for that purpose;s@® that all notices are duly givel
accordance with the provisions of these Bylaws ®rrequired by law; (c) be custodian of the corporacords and of the seal of
Corporation, if any; (d) keep a register of the tpoiice address of each stockholder which shallfimmished to the secretary by s
stockholder; (e) have general charge of the stamkster books of the Corporation; and (f) in gehpeaform such other duties as from tim
time may be assigned to him by the chief execudifieer, the president or by the Board of Directors

Section 12. TREASURERThe treasurer shall have the custody of the uarttl securities of the Corporation and shall
full and accurate accounts of receipts and disibuesgs in books belonging to the Corporation and slegosit all moneys and other value
effects in the name and to the credit of the Cafion in such depositories as may be designatdatebidoard of Directors. In the absence
designation of a chief financial officer by the Boa@f Directors, the treasurer shall be the chiedricial officer of the Corporation.

The treasurer shall disburse the funds of the Gatmm as may be ordered by the Board of Directiaigng proper vouchers for st
disbursements, and shall render to the presidehBaard of Directors, at the regular meetings efBoard of Directors or whenever it may
require, an account of all his or her transactesm$reasurer and of the financial condition of@oeporation.

If required by the Board of Directors, the treasigigall give the Corporation a bond in such sumaitd such surety or sureties
shall be satisfactory to the Board of Directors floe faithful performance of the duties of his ar loffice and for the restoration to
Corporation, in case of his or her death, resigmatretirement or removal from office, of all bookspers, vouchers, moneys and ¢
property of whatever kind in his or her possessioander his or her control belonging to the Cogpion.

Section 13. ASSISTANT SECRETARIES ANDS3ISTANT TREASURERS. The assistant secretaries and ass
treasurers, in general, shall perform such duseshall be assigned to them by the secretary asurer, respectively, or by the president o
Board of Directors. The assistant treasurers siiaéiquired by the Board of Directors, give borfdsthe faithful performance of their duties
such sums and with such surety or sureties aslshathtisfactory to the Board of Directors.

Section 14. SALARIES The salaries and other compensation of theerfishall be fixed from time to time by the Boaf
Directors or a committee thereof and no officerldbe prevented from receiving such salary or ott@npensation by reason of the fact th:
is also a director.
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ARTICLE VI
CONTRACTS, LOANS, CHECKS AND DEPOSITS

Section 1. CONTRACTSThe Board of Directors, the Executive Committeeanother committee of the Board of Direc
within the scope of its delegated authority, mathartize any officer or agent to enter into any cact or to execute and deliver any instrur
in the name of and on behalf of the Corporation smch authority may be general or confined to djgeiristances. Any agreement, de
mortgage, lease or other document shall be valktibamding upon the Corporation when duly authoripedatified by action of the Board
Directors, or the Executive Committee or such otteenmittee and executed by an authorized person.

Section 2. CHECKS AND DRAFTSAIl checks, drafts or other orders for the paptmaf money, notes or other evidence
indebtedness issued in the name of the Corporalialt be signed by such officer or agent of thepBmation in such manner as shall from 1
to time be determined by the Board of Directors.

Section 3. DEPOSITSAIl funds of the Corporation not otherwise emy@d shall be deposited from time to time to thelit
of the Corporation in such banks, trust companiestieer depositories as the Board of Directors ahesignate.

ARTICLE VII
STOCK

Section 1. CERTIFICATESEXcept as otherwise provided in these Bylawis, 8ection shall not be interpreted to limit
authority of the Board of Directors to issue somalbof the shares of any or all of the Corpomatscclasses or series without certificates.
stockholder, upon written request to the secretérthe Corporation, shall be entitled to a ceréfee or certificates which shall represent
certify the number of shares of each class of stmd#t by him in the Corporation. Each certificatwll be signed by the chairman of the bc
the president or a vice president and countersi@pyetie secretary or an assistant secretary drélasurer or an assistant treasurer and m
sealed with the seal, if any, of the Corporatidime signatures may be either manual or facsin@lertificates shall be consecutively numbe
and if the Corporation shall, from time to timesug several classes of stock, each class may tsaoem number series. A certificate is v
and may be issued whether or not an officer whaesgit is still an officer when it is issued. Eawdrtificate representing shares which
restricted as to their transferability or votingwars, which are preferred or limited as to theiridinds or as to their allocable portion of
assets upon liquidation or which are redeemabtleeadption of the Corporation, shall have a statgroésuch restriction, limitation, preferel
or redemption provision, or a summary thereof,rastated on the certificate. If the Corporatiwas authority to issue stock of more than
class, the certificate shall contain on the facbawk a full statement or summary of the designatend any preferences, conversion and
rights, voting powers, restrictions, limitations tasdividends and other distributions, qualificasoand terms and conditions of redemptic
each class of stock and, if the Corporation is @igkd to issue any preferred or special claseiies, the differences in the relative rights
preferences between the shares of each series &xtint they have been set and the authorityeoBttard of Directors to set the relative ri
and preferences of subsequent series. In liewdf statement or summary, the certificate may staethe Corporation will furnish a f
statement of such information to any stockholdesrupequest and without charge. If any class afksie restricted by the Corporation a:
transferability, the certificate shall contain dl fstatement of the restriction or state that therp@ration will furnish information about t
restrictions to the stockholder on request andauititharge.
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Section 2. TRANSFERSUpon surrender to the Corporation or the trarsfent of the Corporation of a stock certificatdy
endorsed or accompanied by proper evidence of ssicre assignment or authority to transfer, thepGtion shall issue a new certificats
the person entitled thereto, cancel the old cedié and record the transaction upon its books.

The Corporation shall be entitled to treat the boldf record of any share or shares of stock ashtiider in fact thereof ar
accordingly, shall not be bound to recognize anyitafle or other claim to or interest in such sharen the part of any other person, whe
or not it shall have express or other notice thieeaept as otherwise provided by the laws ofStete of Maryland.

Notwithstanding the foregoing, transfers of shaxeany class of stock will be subject in all reggeo the Charter and all of the tel
and conditions contained therein.

Section 3. REPLACEMENT CERTIFICATEAnNy officer designated by the Board of Directaray direct a new certifice
to be issued in place of any certificate previoussued by the Corporation alleged to have bedandtsen or destroyed upon the making ¢
affidavit of that fact by the person claiming thertificate to be lost, stolen or destroyed. Whatharizing the issuance of a new certificate
officer designated by the Board of Directors mayhis or her discretion and as a condition precettethe issuance thereof, require the o\
of such lost, stolen or destroyed certificate @ tlwners legal representative to advertise the same ih manner as he or she shall rec
and/or to give bond, with sufficient surety, to tBerporation to indemnify it against any loss aail which may arise as a result of
issuance of a new certificate.

Section 4. CLOSING OF TRANSFER BOOK®R FIXING OF RECORD DATE. The Board of Directors may set,
advance, a record date for the purpose of detengistockholders entitled to notice of or to vot@ay meeting of stockholders or determit
stockholders entitled to receive payment of anydéind or the allotment of any other rights, or ider to make a determination of stockhol:
for any other proper purpose. Such date, in asg,cshall not be prior to the close of businesthernday the record date is fixed and sha
not more than ninety (90) days and, in the caseraketing of stockholders, not less than ten (29% dbefore the date on which the meetir
particular action requiring such determination toickholders of record is to be held or taken.
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In lieu of fixing a record date, the Board of Dites may provide that the stock transfer booksldelklosed for a stated period
not longer than twenty (20) days. If the stocksfar books are closed for the purpose of detengistockholders entitled to notice of o
vote at a meeting of stockholders, such books &ieatiosed for at least ten (10) days before the afesuch meeting.

If no record date is fixed and the stock transfeols are not closed for the determination of stotkdrs, (a) the record date for
determination of stockholders entitled to noticeooto vote at a meeting of stockholders shall toiha close of business on the day on w
the notice of meeting is mailed or the thirtietBtt8 day before the meeting, whichever is the cldsge to the meeting; and (b) the record
for the determination of stockholders entitled éogive payment of a dividend or an allotment of ather rights shall be the close of busii
on the day on which the resolution of the Directdelaring the dividend or allotment of rightsatbopted.

When a determination of stockholders entitled ttevet any meeting of stockholders has been mageoasded in this section, su
determination shall apply to any adjournment thErexcept when (i) the determination has been ntladeigh the closing of the transfer bo
and the stated period of closing has expired drilfie meeting is adjourned to a date more thandi8@ after the record date fixed for
original meeting, in either of which case a newordalate shall be determined as set forth herein.

Section 5. STOCK LEDGERThe Corporation shall maintain at its princip#fice or at the office of its counsel, account.
or transfer agent, an original or duplicate stamdgler containing the name and address of eachhstlolge and the number of shares of ¢
class held by such stockholder.

Section 6. FRACTIONAL STOCK; ISSUANCH- UNITS. The Board of Directors may issue fractional ktocprovide fo
the issuance of scrip, all on such terms and usdehn conditions as they may determine. Notwitlgitanany other provision of the Charte
these Bylaws, the Board of Directors may issuesuodnsisting of different securities of the Corpiora Any security issued in a unit st
have the same characteristics as any identicakifesuissued by the Corporation, except that tlrarB of Directors may provide that fo
specified period securities of the Corporation éskin such unit may be transferred on the bookkefCorporation only in such unit.

ARTICLE VI
ACCOUNTING YEAR

The Board of Directors shall have the power, frametto time, to fix the fiscal year of the Corpaoatby a duly adopted resolution.
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ARTICLE IX

DISTRIBUTIONS

Section 1. AUTHORIZATION Dividends and other distributions upon the stotthe Corporation may be authorized by
Board of Directors, subject to the provisions af land the Charter. Dividends and other distrimdimay be paid in cash, property or shar
stock of the Corporation, subject to the provisiohkaw and the Charter.

Section 2. CONTINGENCIESBefore payment of any dividends or other distiitns, there may be set aside out of
assets of the Corporation available for dividendsther distributions such sum or sums as the Bo&Rirectors may from time to time, in
absolute discretion, think proper as a reserve fondontingencies, for equalizing dividends oregtlistributions, for repairing or maintain
any property of the Corporation or for such otherppse as the Board of Directors shall determingetin the best interest of the Corporal
and the Board of Directors may modify or abolisly anch reserve.

ARTICLE X
INVESTMENT POLICIES

Subject to the provisions of the Charter, the Ba#r®irectors may from time to time adopt, ameradjise or terminate any policy
policies with respect to investments by the Corponaas it shall deem appropriate in its sole digon.

ARTICLE Xl
PROHIBITED INVESTMENTS AND ACTIVITIES

Notwithstanding anything to the contrary in the @ég the Corporation shall not enter into any $estion referred to in (i), (ii) or (ii
below which it does not believe is in the bestriests of the Corporation, and will not, without dygproval of a majority of the disinteres
Directors, (i) acquire from or sell to any Directafficer or employee of the Corporation, any cogiimn, partnership, joint venture, trt
employee benefit plan or other enterprise in wticBirector, officer or employee of the Corporatiowns more than a 5% interest or
affiliate of any of the foregoing, any of the asset other property of the Corporation, excepttfa acquisition directly or indirectly of cert
properties or interest therein, directly or indthgcthrough entities in which it owns an inter@stconnection with the initial public offering
shares by the Corporation or pursuant to agreengritsed into in connection with such offering, gthproperties shall be described in
prospectus relating to such initial public offerirfiil) make any loan to or borrow from any of tleeefigoing persons or (iii) engage in any o
transaction with any of the foregoing persons. lEsuch transaction will be in all respects on sigens as are, at the time of the transa
and under the circumstances then prevailing, fad @asonable to the Corporation. Subject to lowigions of the Charter, the Board
Directors may from time to time adopt, amend, rewds terminate any policy or policies with resptcinvestments by the Corporation &
shall deem appropriate in its sole discretion.

19




ARTICLE XlI
SEAL

Section 1. SEAL The Board of Directors may authorize the adoptiba seal by the Corporation. The seal shaltaiorthe
name of the Corporation and the year of its inctappon. The Board of Directors may authorize onenore duplicate seals and provide for
custody thereof.

Section 2. AFFIXING SEAL Whenever the Corporation is permitted or reqli affix its seal to a document, it shall
sufficient to meet the requirements of any lawerai regulation relating to a seal to place thedW¢8EAL)” adjacent to the signature of
person authorized to execute the document on behtie Corporation.

ARTICLE XllI
INDEMNIFICATION AND ADVANCE OF EXPENSES

To the maximum extent permitted by Maryland laveffect from time to time, the Corporation shall énahify and, without requirir
a preliminary determination of the ultimate entitlent to indemnification, shall pay or reimbursesmrable expenses in advance of
disposition of a proceeding to (a) any individuddons a present or former director or officer af fBorporation and who is made or threat
to be made a party to the proceeding by reasoisdadrhher service in that capacity or (b) any imndlial who, while a director or officer of t
Corporation and at the request of the Corporasenves or has served as a director, officer, padnéustee of such corporation, real e
investment trust, partnership, joint venture, trestployee benefit plan or other enterprise and ishoade or threatened to be made a pa
the proceeding by reason of his or her servicehat tapacity. The Corporation may, with the appftaf its Board of Directors, or a di
authorized committee thereof, provide such indeitatifon and advance for expenses to a person wived@ predecessor of the Corpors
in any of the capacities described in (a) or (va&band to any employee or agent of the Corporaticm predecessor of the Corporation.
indemnification and payment of expenses provideth@se Bylaws shall not be deemed exclusive oinait In any way other rights to whi
any person seeking indemnification or payment gfegses may be or may become entitled under anywhygulation, insurance, agreen
or otherwise.

Neither the amendment nor repeal of this Articler the adoption or amendment of any other provisibthe Bylaws or Chart

inconsistent with this Article, shall apply to dfext in any respect the applicability of the préicg paragraph with respect to any act or fa
to act which occurred prior to such amendment,akpeadoption.
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ARTICLE XIV
WAIVER OF NOTICE
Whenever any notice is required to be given purst@athe Charter or these Bylaws or pursuant tdiegigle law, a waiver thereof
writing, signed by the person or persons entitteduch notice, whether before or after the timeedttherein, shall be deemed equivalent t
giving of such notice. Neither the business tdrhasacted at nor the purpose of any meeting neeskbforth in the waiver of notice, unl

specifically required by statute. The attendanfcany person at any meeting shall constitute a @radf notice of such meeting, except wt

such person attends a meeting for the express geirpbobjecting to the transaction of any busimasghe ground that the meeting is
lawfully called or convened.

ARTICLE XV
AMENDMENT OF BYLAWS

The Board of Directors shall have the exclusive @ote adopt, alter or repeal any provision of thBglaws and to make new Bylaws.
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Name

List of Significant Subsidiaries

State of Incorporation

Exhibit 21.1

Names under which it does Business

Hypotheca Capital, LLC (formerly known as
The New York Mortgage Company, LLC)
New York Mortgage Trust 20(-1

New York Mortgage Trust 20(-2

New York Mortgage Trust 20(-3

New York Mortgage Funding, LL!

New York

Delaware
Delaware
Delaware
Delaware

n/a

n/a
n/a
n/a
n/a



Exhibit 23.1

CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

We have issued our report dated March 3, 2011, weiéipect to the consolidated financial statemertkided in the Annual Report of N
York Mortgage Trust, Inc. on Form Xor the year ended December 31, 2010. We herebgent to the incorporation by reference of
report in New York Mortgage Trust Inc.’s Registoati Statements (Forms S-3 No. 333-162654 effectigeeihber 11, 2009 and No. 333-
150088 effective April 18, 2008) and Registratidat8ments (Forms S-8 No. 333-167609 effective Im&010 and No. 33337987 effectiv
October 13, 2006).

/s/ Grant Thornton LLP

New York, New York
March 3, 2011



Exhibit 31.1

CERTIFICATION PURSUANT TO SECTION 302
OF THE SARBANES-OXLEY ACT OF 2002

I, Steven R. Mumma, certify that:

1. | have reviewed this annual report on FormKLlibr the year ended December 31, 2010 of New \Wdditgage Trus
Inc.;

2. Based on my knowledge, this report does notaiorgny untrue statement of a material fact or dmistate a materi
fact necessary to make the statements made, indfghe circumstances under which such statemgete made, not misleading with resj
to the period covered by this report;

3. Based on my knowledge, the financial statememtd,other financial information included in théport, fairly present
all material respects the financial condition, fesof operations and cash flows of the registi@of, and for, the periods presented in
report;

4. The registrang other certifying officer and | are responsible &stablishing and maintaining disclosure contiots
procedures (as defined in Exchange Act Rules 18a}kmnd 15dt5(e)) and internal control over financial repagtifas defined in Exchan
Act Rules 13a-15(f) and 15d-15(f)) for the registrand have:

(a) Designed such disclosure controls and proceduresused such disclosure controls and procedures ttesigned under ¢
supervision, to ensure that material informatiotatieg to the registrant, including its consolidhtsubsidiaries,
made known to us by others within those entitiestipularly during the period in which this rep@tbeing prepared;

(b) Designed such internal control over financial reipgr, or caused such internal control over finah@aorting to be design
under our supervision, to provide reasonable assareegarding the reliability of financial repodiand the preparation
financial statements for external purposes in ataece with generally accepted accounting princjples

(c) Evaluated the effectiveness of the registrant'slaisire controls and procedures and presentedsimeport our conclusio
about the effectiveness of the disclosure contral$ procedures, as of the end of the period coveyetlis report based
such evaluation; and

(d) Disclosed in this report any change in the regm®ainternal control over financial reporting thatcurred during tt
registrant's most recent fiscal quarter (the regists fourth fiscal quarter in the case of an ahmeport) that has materia
affected, or is reasonably likely to materiallyeaff, the registrant's internal control over finahceporting; and

5. The registran$ other certifying officer and | have disclosedsdxhon our most recent evaluation of internal abmyvel
financial reporting, to the registrant's auditonsl ghe audit committee of the registrant's boardictors (or persons performing the equive
functions):

(&) All significant deficiencies and material weaknesge the design or operation of internal controéifinancial reportin
which are reasonably likely to adversely affect thgistrant's ability to record, process, summasnd report financial
information; and

(b) Any fraud, whether or not material, that involvesamagement or other employees who have a significalet ir
the registrant's internal control over financigloging.

Date: March 4, 2011
/sl Steven R. Mumma
Steven R. Mumma
Chief Executive Officer and President
(Principal Executive Officer)




Exhibit 31.2

CERTIFICATION PURSUANT TO SECTION 302
OF THE SARBANES-OXLEY ACT OF 2002

I, Fredric S. Starker, certify that:

1. | have reviewed this annual report on FormKLlibr the year ended December 31, 2010 of New \Wdditgage Trus
Inc.;

2. Based on my knowledge, this report does notaiorgny untrue statement of a material fact or dmigtate a materi
fact necessary to make the statements made, indfghe circumstances under which such statemeate made, not misleading with resj
to the period covered by this report;

3. Based on my knowledge, the financial statememtd,other financial information included in théport, fairly present
all material respects the financial condition, fesof operations and cash flows of the registi@of, and for, the periods presented in
report;

4. The registrang other certifying officer and | are responsible éstablishing and maintaining disclosure contiots
procedures (as defined in Exchange Act Rules 18a}kmnd 15dt5(e)) and internal control over financial repagtifas defined in Exchan
Act Rules 13a-15(f) and 15d-15(f)) for the registrand have:

(a) Designed such disclosure controls and proceduresused such disclosure controls and procedures ttesigned under ¢
supervision, to ensure that material informatiotatieg to the registrant, including its consolidhtsubsidiaries,
made known to us by others within those entitiestiularly during the period in which this rep@tbeing prepared;

(b) Designed such internal control over financial reipgr or caused such internal control over finah@aorting to be design
under our supervision, to provide reasonable assereegarding the reliability of financial repodiand the preparation
financial statements for external purposes in ataece with generally accepted accounting princjples

(c) Evaluated the effectiveness of the registrant'slaisire controls and procedures and presentedsimeport our conclusio
about the effectiveness of the disclosure contral$ procedures, as of the end of the period coveyetlis report based
such evaluation; and

(d) Disclosed in this report any change in the regm®ainternal control over financial reporting thatcurred during tt
registrant's most recent fiscal quarter (the regists fourth fiscal quarter in the case of an ahmeport) that has materia
affected, or is reasonably likely to materiallyeaft, the registrant's internal control over finahcéporting; and

5. The registrant’s other certifying officer antidve disclosed, based on auost recent evaluation of internal control ¢
financial reporting, to the registrant's auditonsl ghe audit committee of the registrant's boardirctors (or persons performing the equive
functions):

(@) All significant deficiencies and material weaknesge the design or operation of internal controéofinancial reportin
which are reasonably likely to adversely affect thgistrant's ability to record, process, summasad report financial
information; and

(b) Any fraud, whether or not material, that involvesamagement or other employees who have a significalet ir
the registrant's internal control over financigloging.

Date: March 4, 2011
/sl Fredric S. Starker
Fredric S. Starker
Chief Financial Officer
(Principal Financial and Accounting Officer)




EXHIBIT 32.1

CERTIFICATION PURSUANT TO
18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the Annual Report of New York Mgage Trust, Inc., (the “Company”) on Form KCfor the year ended December
2010, as filed with the Securities and Exchange @msion on the date hereof (the “Reportf)e undersigned hereby certifies, pursuant 1
U.S.C. § 1350, as adopted pursuant to section BdGarbanes-Oxley Act of 2002, that:

(1) The Report fully complies with the requiremeotsSection 13(a) or 15(d) of the Securities ExgeAct of 1934; and

(2) The information contained in the Report faigyesents, in all material respects, the financtaldition and results of operations of
Company.

A signed original of this written statement reqditgy Section 906 has been provided to the Compadynédl be retained by the Company i
furnished to the Securities and Exchange Commissiats staff upon request.

Date: March 4, 2011
/sl Steven R. Mumma
Steven R. Mumma
Chief Executive Officer and President
(Principal Executive Officer)

Date: March 4, 2011
/sl Fredric S. Starker
Fredric S. Starker
Chief Financial Officer
(Principal Financial and Accounting Officer)




